-/j 

MASTER  NEGATIVE  # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 

ORIGINAL  MATERIAL  AS  FILMED  - EXISTING  BIBLIOGRAPHIC  RECORD 


General 

Library 

332 

Z 

V . 87 


The  Future  currencies  of  the  United 
States,  shall  its  paper  issues  be 
those  of  the  government,  of  the 
banks,  or  of  both?  Shall  its  coin  be 
gold,  or  silver,  or  both?  some 
thoughts  ...  by  an  American  citizen. 
Chicago,  1877. 

35  p . 23  cm . 


No  . 


vol.  of  pamphlets. 


, uc-ma 1 n 
: A000119 
• i rw  b 


1.  Currency  que s t i on--Un i t ed  States 
2.  Paper  money — United  States.  3. 
Bimetallism.  I.  American  citizen. 


820720 

/KEN 


n 


820720 

A* 


NNC 

82-B28979 

(_7P 


RESTRICTIONS  ON  USE: 


Reproductions  may  not  be  made  without  permission  from  Columbia  University  Libraries. 


TECHNICAL  MICROFORM  DATA 


FILM  SIZE:  s2S/r?/V 


REDUCTION  RATIO 


: //•/ 


IMAGE  PLACEMENT:  lA^  IIA^  IB  IIB 


DATE  FILMED: 


INITIALS 


TRACKING  # : 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM,  PA 


'V 


'll  IG 


^ A n V o-rr 


-..  ’ V V OF^ 

Socr.o  c. 


THE  FUTURE  CURRENCIES 


OF  THE 


UNITED  STATES. 


SHALL  ITS  PAPER  ISSUES  BE  THOSE  OF  THE  GOYERMENT,  OF  THE 

BANKS,  OR  OF  BOTH  ? 


SHALL  ITS  COIN  BE  GOLD,  OR  SILVER,  OR  BOTH! 


SOME  THOUGHTS  OH  THESE  QUESTIOHS 


AN  AMERICAN  CITIZEN. 


CHICAGO,  MAY,  1877. 


J.— *- 


f 

? 


THE  FUTURE  CURRENCIES 

OF  THE 

UNITED  STATES. 


It  may  be  that  the  country  is  wearied  by  the  discussion  of  questions 
relating  to  the  reorganization  of  our  monetary  system,  by  the  resumption 
of  specie  payments,  and  of  schemes  or  plans  looking  to  the  accomplish- 
ment of  that  end,  and  that  at  this  late  day  none  will  care  to  read  or  listen 
to  the  expression  of  thoughts  on  the  subject,  either  in  themselves  new, 
or  a re-statement  and  grouping  of  ideas  already  more  or  less  canvassed  in 
detached  order  as  the  canvass  has  proceeded.  It  may  perhaps  be  assumed 
that,  practically,  a decision  has  been  arrived  at  as  to  the  desirableness  of 
the  proposition,  by  the  events  of  the  late  Presidential  campaign ; the  two 
leading  political  parties  of  the  country  having,  by  their  platform  expres- 
sions and  through  the  responses  of  their  chosen  standard-bearers,  declared 
in  favor  of  a sound  circulating  medium ; and  although  the  means  sug- 
gested for  reaching  that  result,  where  suggested  at  all,  have  been  more  or 
less  divergent,  still  they  have  pointed  to  the  same  ultimate  consummation. 
The  debt  or  credit  system,  that  had  in  it  no  suggestion  of  a pay  day, 
which  was  made  the  foundation  stone  upon  which  the  venerable  Cooper’s 
followers  proposed  to  erect  a financial  superstructure,  having  secured  so 
insignificant  a support,  may  perhaps  be  no  longer  considered  as  an  ele- 
ment in  the  forces  operating  for  the  solution  of  our  currency  pi’oblem, 
and  we  may  now  recognize  it  to  be  the  sentiment  of  an  overwhelming 
majority  of  the  people  of  the.  United  States  that  measures  should  be 
adopted  having  in  view  the  resumption  of  specie  payments  “at  the  earliest 
practicable  day,”  whatever  that  may  mean. 

Many  writers  and  speakers  have  insisted  that  the  question,  as  to 
when  and  how  we  should  reach  a specie  basis,  should  be  left  to  the  so- 
called  operation  of  natural  laws,  by  which,  it  is  supposed,  is  meant  the 
gradual  appreciation  of  our  national  credit  ; and  that  in  this  respect  suffi- 
cient evidence  is  furnished  that  we  are  on  the  right  and  certain  road  to 
resumption,  by  the  decline  in  the  gold  premium,  or,  rather,  the  nearing 
approach  to  a par  between  gold  and  currency.  This  certainly  has  been 
most  gratifying,  but  any  conclusions  drawn  from  it  that  such  improve- 
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m-  nt  is  certain,  or  likely  to  continue  uninterruptedly  until  such  equality 
of  values  is  reached,  thereafter  to  be  maintained,  must  be  more  or  less 
di  ;turbed  by  the  events  of  the  past  few  weeks,  wherein  we  have  seen  the 
gc  Id  premium  fluctuate,  within  three  or  four  days,  sufficiently  to  counter- 
ba lance  from  four  to  six  months’  interest,  and  which  has  had  that  effect 
in  so  far  as  our  commercial  relations  with  foreign  nations  are  concerned. 

Tliis  ever-shifting  and  unstable  value  of  what  we  call  money  must,  so 

lo  ig  as  it  exists  even  in  a small  degree,  prove  a source  of  uncertainty  in 

al  commercial  transactions,  and  a disturbing  element  to  the  return  of 

CO  ufidence  in  the  prosperity  of  legitimate  enterprises,  the  development  of 

which  is  at  this  moment  of  such  vital  importance  to  the  welfare  of  all  K 

thj  interests  of  the  people.  Insignificant  as  the  variations  in  the  value  ! 

of  our  standard  may  seem  to  casual  observers  to  be,  when  they  do  not 

ex  3eed  one  to  tAvo  per  cent  in  a week  or  a month,  they  are  quite  sufficient 

to  keep  alive  that  feeling  of  unrest  and  timidity,  on  the  part  of  close 

fir  ancial  calculators,  under  which  we  have  suffered  these  many  years. 

L(  t us  not  deceive  ourselves  with  the  idea  that,  Avithout  suitable  prepara- 

tic  u,  we  can  ever  bridge  even  the  small  chasm  that  noAv  separates  us  from 

th  i solid  rock  of  financial  stability,  for  we  may  rest  assured  that  although, 

fn  m momentary  causes,  there  should  to-day  exist  no  demand  for  coin  ' 

th  it  would  cause  it  to  command  any  premium,  yet  unless  our  paper  cur- 

re  icy  is  supported  by  a sufficient  reserve  of  coin  to  meet  any  reasonable 

pr  ^sumption  of  a desire  for  conversion,  Ave  are  but  little  nearer  to  actual  < 

sp  ;cie  payments,  as  a financial  reliance,  than  if  coin  were  ten  or  tAventy 

pe  r cent  premium. 

Congress  has,  after  unAvarranted  delay  in  taking  any  definite  action 
or  the  subject,  at  last  solemnly  declared  that,  on  and  after  the  first  day 
of  January,  1879,  the  Treasuiy  of  the  United  States  shall  redeem,  as 
pi  jsented,  the  long-neglected  promises  to  pay  its  notes  in  the  hands  of 
th3  people.  Without  in  this  place  attempting  to  discuss  the  wisdom  of 
th  at  particular  enactment,  and  whether  or  not  it  provides  the  best  form 
of  proceeding,  it  is  enough  for  the  present  to  knoAv  that  the  pledge  thus 
gi  i'^en  by  the  government  to  the  people  cannot  be  broken  without  a fresh 
bi  ?ach  of  national  dishonor,  of  which,  in  this  direction,  Ave  have  already 

♦ » 

hi  d more  than  enough.  Assuming  that  the  present  administration  f 

er  tertains  no  thought  of  receding  from  the  position  already  taken,  and 
that  by  placing  at  the  head  of  the  Treasury  Department,  if  not  the 
01  iginator,  certainly  the  chief  promoter  of  that  measure,  it  proposes  in 
g(  od  faith,  if  possible,  to  accomplish  the  fulfillment  of  the  promise  thus 
m ide  to  the  public  creditors  by  its  predecessor,  it  remains  noAv  to  consider 
w lat  shall  be  the  processes  by  which  the  end  sought  shall  be  attained ; 
ai  d in  this  connection  the  inquiry  is  pertinent,  as  to  what  shall  thereafter 
ccnstitute  the  circulating  medium  of  exchange  of  the  country.  It  is 
es  pecially  to  this  latter  feature  of  the  case  that  the  writer  desires  to  call 
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attention,  it  appearing  to  him  that  a more  definite  emanation  from  Con- 
gress is  desirable  on  this  subject  than  has  yet  been  made. 

The  resumption  act  of  January,  1875,  provides  for  the  redemption  in 
coin,  on  and  after  the  1st  day  of  January,  1879,  of  the  legal-tender  notes 
of  the  United  States  as  presented  at  the  Treasury.  To  procure  the  nec- 
essary coin  for  that  purpose  the  Secretary  of  the  Treasury  is  authorized 
to  issue  and  sell, — at  not  less  than  par  in  coin, — any  of  a certain  descrip- 
tion of  bonds  of  the  United  States  described  in  an  act  of  Congress  of  July 
14,  1870.  The  bonds  so  described  may  bear  four,  four  and  a half  or  five 
per  cent  interest,  and  be  made  payable,  at  the  pleasure  of  the  United 
I*  States,  after  thirty,  fifteen  and  ten  years  respectively.  It  was  held  by 

many,  and  perhaps  generally  at  first,  that,  reference  being  made  to  the 
bonds  authorized  by  the  act  of  July,  1870,  it  Avas  intended  that  the  entire 
amount  of  bonds  to  be  issued,  of  either  description,  should  not  exceed  the 
amount  authorized  of  each  by  the  act  of  1870,  as  modified  by  a supple- 
mentary act  of  January  20,  1871 : that  is  to  say,  five  hundred  millions  of 
five  per  cents,  three  hundred  millions  of  four  and  a half  per  cents,  and 
seven  hundred  millions  of  four  per  cents.  The  limit  of  five  per  cents,  so 
authorized,  having  been  fully  reached,  and  the  full  amount  of  the  four 
and  a half  per  cents  having  been  offered,  with  a probability  that  they  will 
all  be  absorbed  at  an  early  day,  and  their  proceeds  appropriated  to  the 
retirement  of  the  outstanding  six  per  cent  five-twenty  bonds,  it  was 
feared  that  the  Secretary  of  the  Treasury  would  be  obliged  to  rely  on  the 
four  per  cents  for  the  purposes  of  the  resumption  act,  and  as  the  negoti- 
ation of  these  at  par  for  coin  Avas  somewhat  problematical,  grave  apprehen- 
sions were  felt  that  insufficient  provision  had  been  made  to  carry  that  act 
into  practical  effect.  It  is,  hoAvever,  understood  that  both  Secretaries  Bris- 
tow and  Morrill  held, — and  it  is  presumed  Secretary  Sherman  entertains 
similar  views  — that  the  act  of  1875  authorizes  an  entirely  separate  issue 
of  bonds  described  in  the  act  of  1870,  to  the  extent  necessary  to  accom- 
plish the  purposes  contemplated  by  the  resumption  act.  A careful  read- 
ing of  that  act  appears  to  fully  justify  such  a construction,  and,  so  con- 
strued, the  means  of  providing  sufficient  coin  to  meet  any  contingency 
I likely  to  arise  for  its  use  in  the  redemption  of  legal-tender  notes,  eA^en  to 

' the  extent  of  redeeming  the  entire  issue  within  a reasonably  short  space 

of  time,  appears  to  be  ample.  The  provision  for  retiring  legal-tender 
notes,  to  the  extent  of  eighty  per  cent  of  new  national-bank  notes  issued, 
until  the  volume  of  outstanding  legal  tenders  is  reduced  to  three  hun- 
dred millions,  and  by  redemptions  in  coin  after  January  1,  1879,  are  at 
present  the  only  methods  provided  for  retiring  these  notes.  It  has  been 
suggested  that  further  provision  should  be  made  for  the  funding  of  a 
portion  of  them  in  a low  interest-bearing  bond  prior  to  the  date  fixed  for 
coin  redemption.  This  could  undoubtedly  be  done  in  a four  per  cent 
thirty-year  bond  at  par,  and  to  the  extent  so  retired  the  Treasury  would 
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bt  relieved  from  the  necessity  of  accumulating  a corresponding  amount 
of  coin.  Such  a funding  of  a ])ortion  of  these  notes  would  probably  be 
the  cheapest  manner  of  disposing  of  them,  if  it  l)e  the  policy  of  the  gov- 
er  mient  to  retire  and  obliterate  them  from  the  currency  of  the  country. 
T »e  early  reduction  of  the  existing  amount  of  paper  currency  to  a lim- 
it* d extent  would  not,  it  is  believed,  be  likely  in  any  way  to  embarrass 
the  business  interests,  especially  as  we  have  seen  a large  retirement  of 
bt  th  legal  tenders  and  national-bank  notes  since  the  beginning  of  18?5 
w thout  any  injurious  results,  and  the  volume  t»f  currency  still  seems 
su  perabundant. 

No  one  probably  entertains  the  crazy  idea  that  the  business  of  the 
country  will  ever  be  conducted  solely  by  the  use  of  a metallic  currency; 
it  is  not  desirable  if  it  Avere  possible,  and  it  certainly  will  not  be  possible 
fo  • many  years  to  come,  if  ever.  Paper  issues  of  uncjuestioned  character 
as  to  security,  if  convertible  into  coin  at  the  pleasure  of  the  holder  to  any 
meded  extent,  are  by  far  the  cheapest  and  most  convenient  medium  of 
exchange,  and  this  country  has  never  had,  nor  can  it  ever  hope  to  have,  a 
Cl  rrencv  more  desirable  than  the  government  leu:al-tender  notes  Avould 
bt  if  they  were  redeemable  on  presentation,  in  coin.  If  our  only  paper 
Cl  rrency  were  legal-tender  notes  issued  by  the  government,  payable  on 
demand  in  coin,  there  would  be  recpiired  but  a small  percentage  of  them 
to  be  retained  in  coin  in  the  Treasury  to  constitute  an  ample  reserve  for 
al  contingencies  likely  to  arise;  a much  larger  reserve,  however,  than 
m ght  be  deemed  i)ractically  safe,  would,  as  a matter  of  precaution,  be 
re  ained  by  a prudent  management  of  the  currency  bureau.  The  theory 
aevanced  bv  some  I'ery  able  students  of  finance  that  a government  issue 
of  paper  currency  can  only  be  safe  when  supported  by  a substantially 
eijual  amount  of  coin  reserve,  as  has  been  the  custom  in  France,  finds  no 
su  pport  in  the  experience  of  this  country  under  its  former  issues  of  paper 
m mey  not  a legal  tender  for  anything,  except  at  the  counter  of  the  par- 
ti* ular  bank  from  which  it  ivas  issued,  and  largely  not  current  for  ordi- 
nt  ry  business  purposes  beyond  a limited  extent  of  country  contiguous  to 
iti  place  of  issue.  National-bank  notes  are  not  legal  tender,  and  should 
nc  t be,  and  as  they  are  issued  in  relatively  small  amounts,  by  eacli  of  over 
tv  o thousand  banks,  each  must  keep  in  its  vaults  a sufficient  reserve  to 
pi  otect  its  OAvn  issues,  which  ivould  undoubtedly  be  presented  for  redemp- 
ti<  n in  much  larger  proportions  than  would  the  government  legal-tender 
m tes,  were  they  the  only  paper  currency  of  the  country.  In  case  the 
Icj  ;al-tender  notes  are  retired,  it  is  obvious  that  all  bank  reserves,  as 
ag  ainst  circulation,  must  be  held  in  actual  coin ; and  it  probably  needs  no 
argument  to  show  that  the  adoption  of  the  bank  notes  as  the  national 
currency  ivould  operate  as  a much  larger  absorbent  of  coin  than  would 
th?  government  legal-tender  notes.  Again,  the  national-bank  system  of 
Cl  rrency  issues  operates  as  an  enormous  absorbent  of  the  loanable  capi- 
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tal  of  the  country  that  ought  to  be  utilized  in  a more  profitable  manner 
for  the  benefit  of  the  industries  of  the  people.  Add  to  the  ten  per  cent 
margin  required  to  be  deposited  with  the  United  States,  as  security  for 
the  payment  of  the  notes  to  be  issued,  a sufficient  reserve  at  home,  or  in 
some  central  redemption  agency  for  the  protection  of  all  notes  as  pre- 
sented, say  certainly  not  less  than  twenty-five  per  cent,  and  we  have  over 
one  third  of  the  capital  of  the  banks  practically  tied  up,  beyond  the  reach 
of  the  commercial  and  industrial  interest,  where,  in  a country  like  ours, 
it  is  so  much  needed.  The  amount  so  ivithdrawn  from  active  use  is  still 
further  increased  when,  as  is  the  case  at  present,  the  l)onds  deposited  to 
* secure  circulation  are  of  a market  value  from  ten  to  fifteen  per  cent  above 

par.  The  issue  of  national-bank  notes,  under  the  restrictions  and  Imr- 
deusome  taxation  imposed  by  existing  laws,  is  not  a profitable  use  of  cap- 
ital, as  is  demonstrated  by  the  constant  retirement  and  cancellation  of 
them  by  the  banks  under  the  act  of  June  20,  1874;  this  to  November  1, 

• 1876,  having  amounted  to  nearly  853,000,000  retired  by  banks  proposing 
to  continue  to  operate  under  the  national  banking  law,  besides  89,000,000 
retired  by  banks  in  process  of  liquidation.  This  process  of  retiring  their 
currency  has  been  carried  on  during  a time  when  there  has  been  ho  seri- 
ous demand  for  redemption  by  the  banks  at  home,  their  currency  being 
at  most  redeemable  in  paper  about  as  abundant,  and  in  no  ivise  a whit 
more  valuable  for  business  purposes  than  they  are  themselves.  The  or- 
\ ganization  of  new  banks,  since  the  repeal  of  any  limitations  on  them  as 

to  location  or  the  amount  of  their  currency  issues,  has  been  very  incon- 
siderable, and  nearlv  all  such  have  been  located  in  small  towns,  vdth  cap- 
ital  of  from  850,000  to  8100,000;  their  organization  at  all  under  the 
national  banking  law  being,  presumably,  for  the  purpose  of  establishing 
for  their  owners  a better  financial  standing,  rather  than  because  of  greater 
anticipated  profits  resulting  from  such  an  organization  than  might  be 
expected  from  an  equal  standing  as  banking  firms.  In  this  connection  it 
is  instructive  to  observe  how  utterly  at  fault  Avere  those  who,  in  the  Avin- 
ter  of  1873-4  and  later,  claiming  to  represent  the  west  and  south,  Avere 
clamorous  for  free  banking,  to  enable  the  people  of  those  sections  to  secure 
a needed  supply  of  home  issues  of  paper  currency,  Avhich,  they  insisted, 
' they  were  unjustly  deprived  of  by  reason  of  the  so-called  monopoly  feat- 

ures of  the  national  banking  laAV,  Avhich  assigned  to  the  seA'eral  States 
only  a certain  amount  of  such  issues.  The  result  of  the  operation  of  the 
free  banking  law  to  May  1,  1877,  shoAvs  a net  increase  in  the  amount  of 
national-bank  currency  outstanding  in  only  Maine,  New  Hampshire,  Mas- 
sachusetts, Ncav  Jersey,  DelaAvare,  Florida,  Alabama  and  Kentucky,  Avhile 
all  the  other  States  show  a reduction  from  the  amount  outstanding  at  the 
date  of  the  free  banking  act,  January  14, 1875.  In  Nbav  York  the  reduc- 
tion has  been  OA^er  810,000,000;  in  Illinois,  over  85,000,000;  in  Missouri, 
over  83,000,000 ; in  Louisiana  and  Indiana,  over  82,000,000  each,  and  in 
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P mnsylvania,  Maryland,  Virginia,  Ohio,  Michigan,  Wisconsin,  Iowa  and 
M innesota,  over  81,000,000  each.  That  the  repeal  of  the  obnoxious  feat- 
u 'es  of  the  law  was  a wise  measure  will  not  admit  of  a doubt,  but  that 
SI  ch  repeal  would  result  in  a large  increase  of  national-bank  issues  in 
S ates  that  it  was  claimed  were  unjustly  deprived  of  that  boon  to  needy 
bi  irrowers  is  proved  to  have  been  a great  misconception  of  financial  prob- 
al  'ilities. 

There  is,  undoubtedly,  somewhat  of  friction  between  the  two  classes 
0 currency  now  afloat,  but  vastly  less  than  there  would  be  if  the  treasury 
n )tes  were  redeemable  in  coin.  The  tendency  tliat  at  present  exists  to 
h )ard  them  would  then  be  greatly  increased,  while  the  currency  kept  in 
ai  tive  circulation  would  consist,  so  far  as  the  supply  would  permit,  of 
b,  -nk  notes.  These,  as,  in  the  course  of  business,  they  floated  to  the  great 
n oney  centers,  would  be  gathered  up  and  presented  for  redemption,  and 
if  not  redeemed  at  those  points  at  par,  would  soon  cease  to  be  received  at 
ti  e banks  of  those  cities  as  current  funds;  and  so  we  should  gravitate 
b tckward  to  the  old  manner  of  submitting  to  a small  shave  for  conver- 
si  jn.  Probably  no  one  will  question  that  the  United  States  Treasury  will 
rt  quire  a much  larger  reserve  of  coin  to  protect  a circulation  half  national- 
b ink  notes  and  half  treasury  notes  than  it  would  if  all  were  treasury 
n )tes.  Every  prudent  banker,  having  circulation  outstanding,  will  feel 
that  he  ought  to  hold  at  least  a small  margin  of  coin  in  his  vaults ; indeed 
it  is  probable  he  would  be  required  by  law  to  do  so.  Such  coin  would,  of 
course,  be  obtained  by  the  conversion  of  legal-tender  notes  through  the 
T nited  States  Treasury.  The  small  reserve  of  ten  per  cent  on  national- 
b ink  currency,  as  it  now  stands,  would  require  over  830,000,000  in  coin 
t(  be  held  by  the  two  thousand  banks  throughout  the  country,  and  would 
b ‘ so  much  actual  capital  practically  dead  to  the  business  interests. 

It  is  presumed  that  all  careful  students  of  tlu‘  probable  future  of  our 
c rculating  medium  will  admit  that  the  business  of  the  country  will  re- 
q lire  for  its  exchanges  a larger  amount  of  paper  issues  than  the  present 
V dume  of  national-bank  notes,  say  8300,000,000.  Three  modes  of  sup- 
p ying  that  demand  are  probably  all  that  need  be  considered.  First : that 
it  shall  be  supplied,  as  now,  part  by  the  banks  and  part  by  the  govern- 
n ent.  Second:  that  it  shall  be  supplied  solely  by  the  banks;  and  Third: 
tl  at  it  shall  be  supplied  solely  by  the  government.  Any  idea  that  the 
p !ople  will,  willingly,  either  wholly  or  in  part,  ridurn  to  the  State-bank 
is  sues  of  the  painfully  remembered  past,  is  not  i>resumed  to  have  many 
a‘  Ivocates  in  any  quarter. 

"What  are  the  probabilities  that  any  material  increase  in  national- 
b ink  issues  of  currency  may  be  expected?  Wotild  such  an  increase  be 
p 'ofitable,  either  to  the  banks  themselves  or  to  the  people? 

Let  us  suppose  an  association  of  citizens  are  proposing  to  engage  in 
b inking.  We  should  expect  them  to  do  so,  if  at  all,  with  a view  to  a 
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profitable  employment  of  their  capital,  not  from  any  special  desire,  except 
incidentally,  to  benefit  the  public.  These  gentlemen  have  a joint  cash 
capital  of  say  8250,000,  which  is  above  the  average  capital  of  all  the 
national  banks.  They  may  organize  as  a banking  firm,  through  which 
they  can  conduct  their  business  in  their  own  way,  without  the,  at  least 
nominally,  rigid  restrictions  imposed  by  the  banking  law,  be  free  from 
official  visitations  and  prying  inquiries,  of  little  practical  value  to  the 
public,  but  a source  of  annoyance  to  all  business  men  who  consider  them- 
selves capable  of  managing  their  own  affairs.  Or  they  may  organize  under 
the  national  banking  law,  with  the  privilege  of  issuing  currency.  If  the 
first  mode  is  adopted  they  will  operate  on  their  capital  and  deposits ; if  the 
second,  on  their  circulation  and  deposits ; and  if  in  either  case  they  are 
able  to  command  a line  of  say  8500,000  deposits,  which  is  above  the  pro- 
portion of  deposits  to  capital  of  all  the  national  banks  of  the  country,  but 
below  that  of  first  class  banking  houses,  and  they  do  not  resort  to  the 
pernicious  practice  so  current  in  these  days,  of  paying  interest  on  large 
deposits,  they  may  perhaps  expect  about  the  following  results,  under  a 
careful  management. 

Organized  as  a banking  firm,  they  could  prudently  carry  an  average 
line  of  discounts  amounting  to  say  8600,000  (the  average  of  discounts  as 
compared  with  capital  and  deposits  of  the  old  State  banks  was  much 
larger),  which  at  six  per  cent  interest  would  produce  — 

Gross  earnings  amounting  to 836,000  00 

From  which  deduct  Expenses,  etc.,  saj’; 

For  Salaries,  Cashier,  Tellers,  Bookkeepers,  etc |9,000  00 

“ Rent  and  Incidentals 1,500  00 

“ Taxes,  State,  County,  Municipal  and  National 4,000  00 

“ Losses  by  had  debts,  say 6,000  00 — 820,500  00 

Leaving  the  net  result  as  Profits,  say 815,500  00 

The  above  line  of  discounts  gives  them,  in  the  calculation,  thirty  i>er 
cent  of  reserve  to  their  demand  liabilities,  viz.,  their  deposits  only. 

Organized  as  a national  bank,  and  securing  a full  line  of  currency, 
based  on  the  least  absorption  of  capital,  they  would  probably  deem  it  wise 
to  invest  in  a four  per  cent  bond  at  par,  every  indication  at  present  point- 
ing to  that  as  being  the  only  bond  acceptable  as  a security  for  circulation 
that  could  be  purchased  at  par.  On  these  they  Avould  receive  8225,000  in 
bank  notes.  These  must  be  protected  by  a reserve,  required  either  by 
by  law  or  common  prudence.  Assuming  in  this  case,  as  in  the  other,  that 
they  need  onlv  a reserve  of  thirty  per  cent  of  cash  means  to  demand 
liabilities,  which  in  tins  case  covers  both  deposits  and  circulation,  the 
utmost  that  they  could  loan  would  be  8507,500.  This,  however,  is  a 
larger  ratio  of  loans  to  liabilities  than  is  usually  carried  by  the  average  of 
national  banks, — larger  even  than  they  did  carry  in  September,  1873,  be- 
fore the  panic.  Upon  this  basis  their  income  in  gross  would  be,  say  : 
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Oi  $250,000  bonds  at  4 percent $10,000  00 

“ $507,500  discounts  at  0 per  cent 30,450  00 


Total $40,450  00 

Fi  3111  which  deduct  expenses,  etc.,  say; 

Fcr  Salaries,  President,  Cashier,  Tellers,  etc $10,000  00 

‘ Rent  and  Incidentals 1,500  00 

‘ Taxes  3}.^  per  cent  on  Capital 8,750  00 

‘ Losses  by  bad  debts,  say 5,000  00 — $25,250  00 


Le  iving  the  net  result,  as  Profits  say $15,200  00 


Of  coui'se  the  bonds,  hypothecated  with  the  government  for  circula- 
ti<  n,  are  not  included  in  the  available  cash  means  of  the  bank,  as  these 
ar  * only  available  on  the  surrender  of  the  currency  issued  against  them. 
It  will  probably  be  conceded  that  the  general  items  deducted  from  gross 
eai'iiings  are  rather  below  than  above  the  proper  llgure,  and  that  the  ex- 
cels ill  the  bank  is  none  too  great  as  compared  with  the  firm.  In  the 
m itter  of  taxation  the  last  report  of  the  Comptroller  of  the  Currency  gives 
the  average  taxation  of  all  the  national  banks  of  the  country  for  1875  as 
three  and  a half  per  cent  of  their  capital,  while  in  some  cities  it  amounts 
to  live  and  six  per  cent.  The  amount  of  taxes  allowed  for  the  tirm  are 
piobably  higher  than  they  would  be  called  upon  to  pay.  As  to  bad  debts 
th  e comptroller  states  that  the  amount  of  bad  or  doubtful  debts  charged 
to  profit  and  loss  by  the  national  banks  during  the  year  ending  September 
1,  1876,  was  $19,719,026.43,  which  is  over  tlii'ee  and  seven-eighths  per 
cent  of  their  capital.  lie  deems  its  probable  the  amount  to  be  charged 
of  ■ the  ensuing  year  will  be  nearly  as  great.  The  estimate  of  two  per  cent 
in  the  case  of  the  bank  is  certainly  small  enough  for  an  average  of  years ; 
a larger  amount  is  allowed  in  the  case  of  the  firm,  for  the  reason  that 
their  discounts  are  larger.  In  the  two  cases  supposed,  if  the  rate  of  inter- 
es  on  discounts  were  ten  per  cent  instead  of  six,  as  calculated,  the  other 
fi^  ures  remaining  unchanged,  the  firm  would  receive  as  net  profits 
4,000  more,  the  bank  would  receive  only  $20,300  more. 

Now  as  to  the  results  to  the  public.  In  the  first  case  the  firm,  on 
tli3  same  capital  and  deposits  as  the  bank,  has  been  able  to  extend  accom- 
m )dations  to  the  business  classes  and  in  aid  of  the  public  industries  in 
excess  of  the  bank,  to  the  extent  of  nearly  twenty  per  cent;  this  applied 
to  the  whole  country  is  quite  sufficient  to  change  the  condition  of  the 
m )ney  market  from  one  of  ease  to  one  of  great  stringency.  It  is  much 
m >re  than  the  reduction  in  discounts  bv  the  national  banks  between 
A igust  and  December  in  1873,  when  the  withdrawal  of  bank  accommo- 
dations was  felt  to  be  grinding  the  business  interests  of  the  country 
between  the  upper  and  the  nether  millstones. 

In  view  of  these  facts,  if  facts  they  are,  is  it  probable  that  either  cap- 
iti  lists  or  the  people  can  afford  to  adopt  the  national-bank  notes  as  the 
cn  rrency  of  the  country  ? 


II 


On  the  other  hand,  is  it  desirable  that  the  government  legal-tender 
notes  should  be  wholly  retired  and  canceled  ? and  if  so,  of  what  shall  our 
circulating  medium  consist?  These  are  questions  that  occur  to  the 
writer  as  of  great  practical  importance  in  the  present  state  of  the  currency 
discussion.  Probably  the  people  generally,  or  at  least  largely,  have  ac- 
cepted the  law  of  1875,  providing,  that  prior  to  January,  1879,  the  volume 
of  outstanding  legal-tender  notes  should  not  be  reduced  below'  $300,- 
000,000,  as  somewhat  of  an  indication,  if  not  the  declared  policy,  of  the 
government,  that  there  should  be  kept  afloat  as  currency  the  amount  so 
named  as  the  minimum  of  such  notes  to  remain  undisturbed  by  the  pro- 
cess of  retirement  on  the  issue  of  new  national-bank  notes,  and  that  after 
that  point  was  reached  the  paper  circulation  should  consist  of  these  notes, 
and  whatever  sum  of  bank  notes  the  bank  managers  deemed  it  for  their 
interest  to  issue  under  the  national  banking  law,  the  legal-tender  notes 
to  be  redeemable  in  coin  on  })resentation  at  the  treasury  of  the  United 
States,  and  the  bank  notes  redeemable  either  in  coin  or  in  the  legal-tender 
notes  at  the  pleasure  of  the  issuer.  Just  how'  the  ti'easury  notes,  so  re- 
deemed, were  to  be  again  put  in  circulation  has  never,  so  far  as  the  writer 
has  observed  been  suggested,  except  by  the  limited  and  uncertain  process 
of  government  payments  for  purchases  of  supplies,  salaries,  etc.,  and  by 
the  convertible  bond  scheme  which  will  be  alluded  to  hereafter.  Direct 
payment  of  these  notes  by  the  government,  in  the  ordinary  course  of  its 
business  only,  w'ould  be  less  than  its  current  receipts  from  revenue,  and 
would  not  replace  in  circulation  any  of  the  redeemed  notes,  that  process 
w'ould  operate  as  a steady  w'ithdrawuil  of  them  from  circulation. 

A policy  has  been  suggested,  though  never  fully  discussed,— some 
seemins:  to  take  it  for  granted  that  it  was  the  only  theory  to  be  considered 
in  connection  with  a resumption  of  specie  payments — that  w'henever 
the  government  decided  to  redeem  its  notes,  all  notes  so  redeemed  were 
to  be  retired,  and  never  again  put  in  circulation.  The  word  “ redeemed  ’’ 
as  used  in  the  resumption  act  of  1875  has  not  so  clear  a significance  as 
might  be  desired.  Whether  it  means  that  the  legal-tender  notes,  as  they 
are  redeemed  by  either  of  the  processes  named  in  the  act,  shall  simply  be 
paid,  and  then  held  for  re-issue,  as  a bank  re-issues  its  redeemed  notes,  or 
that  they  shall,  when  redeemed,  be  cancelled,  as  a merchant  pays  his 
matured  paper,  with  no  thought  of  ever  again  placing  it  upon  the  market, 
are  questions  of  no  little  importance.  Pending  the  consideration  of  the 
act  in  the  Senate,  in  answer  to  a direct  question  by  Senator  (now  Secretary) 
Schurz,  as  to  whether  or  not  legal-tender  notes,  redeemed  to  the  extent 
of  eighty  per  cent  of  new'  national-bank  notes  issued,  w'ere  to  be  canceled 
and  not  again  put  in  circulation.  Senator  (now'  Secretary)  Sherman  — w'ho 
had  charge  of  the  bill — made  a rather  evasive  reply,  and  said  : “Undoubt- 
edly until  the  reduction  of  United  States  notes  to  three  hundred  millions 
of  dollars  they  cannot  be  re-issued.”  In  answ'er  to  Senator  Bayard,  Mr. 
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Slierman,  speaking  on  the  same  point,  said;  “I  do  not  propose  to  give 
my  construction,  or  opinion  as  a lawyer,  upon  the  question  as  to  what  is 
tie  meaning  of  the  Avord  ‘redeemed,’ — as  to  whether  it  precludes  or 
ai  thorizes  the  re-issue  of  notes;”  and  further  on,  “I  propose  to  leave  that 
ai  open  question,  to  be  decided  in  the  future  according  to  law.”  No 
a(  tion  has  since  been  had  by  Congress  that  tends  in  any  way  to  dispose 
oi  the  uncertainty,  that  was  clearly  intended  should  be  left,  eiiA^eloping 
tl  is  question ; and  so  far  as  specific  congressional  action  is  concerned,  we 
hi.ve  no  means  of  determining  Avhat  is  to  be  done  Avith  these  notes  after 
hi  ing  redeemed  by  either  of  the  processes  jArovided.  Secretary  Morrill, 
ir  his  annual  report  of  December,  187G,  discussing  the  question  of 
I'fc  sumption,  takes  strong  ground  in  favor  of  payment  and  cancellation, 
aid  says:  “That  policy  Avhich  tolerated  the  confinuance  of  these  notes 
at  money,  after  the  close  of  the  Avar,  must  be  regarded  as  a public  mis- 
fc  rtune.  At  that  time  they  were,  according  to  original  design,  and  by 
tl  e logic  of  their  existence,  to  be  funded  in  an  obligation  of  indebted- 
n-:ss,  to  be  embodied  Avith  the  public  debt,  and  not  to  be  treated  or 
tc  lerated  as  an  element  of  the  national  currency;  they  were  to  pass  out  of 
tl  e category  of  currency,  and  to  take  their  place  Avith  the  public  debt.” 
T !iis  construction  of  the  theory  of  the  original  issue  of  the  legal-tender 
n )tes  is  undoubtedly  eminently  sound,  and  in  entire  harmony  Avith  the 
fi  st  acts  authorizing  the  issue,  in  Avhich  it  Avas  provided  that  they  might, 
ai  the  pleasure  of  the  holder,  be  converted  into  an  interest-bearing 
obligation  of  the  government,  and  it  also  accords  Avith  the  view  of  the 
S ipreme  Court,  in  Avhich,  speaking  of  these  notes,  it  says:  “ The  govern- 
ment simply  demands  that  its  credit  shall  be  accepted  and  receiA-ed  by 
p-  iblic  and  private  creditors  during  the  pending  emergency.  . . . Their 
u timate  destiny  Avas  to  be  paid.”  Congress  has  never  giA’en  expression  to 
ai  y theory  in  any  Avay  conflicting  Avith  these  vicAvs.  The  people,  hoAV- 
e'  er,  after  many  years’  use  of  these  notes  as  a medium  of  exchange,  have 
C(  me  to  regard  them  as  a most  desirable  substitute  for  money,  or,  as  some 
w'  )uld  say,  as  money  itself.  And  although  Secretary  Morrill  informed  us 
tl  at  “ they  are  a constituent  element  in  our  currency  to-day,  because  the 
oiiginal  provisions  for  their  funding  liaA^e  not  been  enforced,  and  that 
fa  iciful  and  speculative  theories  have  proposed  their  permanent  incor- 
p(  ration  into  our  monetary  system,”  still,  if  they  are  made  convertible 
into  coin,  at  the  pleasure  of  the  holdei’,  there  seems  no  good  reason  why 
tl:  ey  should  be  banislied  from  the  circulation,  and  their  place  supplied  by 
a currency  that  is  not  a legal  tender,  and  being  redeemable  only  at  the 
several  banks  issuing  it,  or  at  certain  designated  centers  for  certain  banks, 
is  not  likely  to  be  kept  fully  at  par  in  all  parts  of  the  country,  thus  sub- 
jecting  the  people  to  a constant  shave,  unnecessary  and  annoying,  and  in 
tl  e aggregate  extremely  expensive. 

Dismissing  the  question  of  profit  to  the  government,  by  the  direct 


issue  of  currency,  as  one  of  A'astly  less  importance  than  is  sometimes 
attached  to  it,  oAving  to  the  loss  of  interest  on  the  coin  reserve  necessary 
to  be  held  for  its  redemption,  the  loss  of  taxes  imposed  on  bank-note  circu- 
lation, and  the  various  expenses  connected  with  the  care  and  management 
of  the  currency,  it  is  more  to  the  point  to  consider  the  direct  adA'antages  to 
the  people  by  the  use  of  the  government  issues  rather  than  those  of  banks. 
In  the  incipient  discussions  regarding  the  establishment  of  the  present 
system  it  was  held  to  be  exceedingly  desirable,  if  not  absolutely  necessary, 
that  the  great  banking  interests  of  the  country  should  be  brought  into 
accord  and  harmony  of  action  Avith  the  government,  at  that  time  in 
^ pressing  need  of  all  the  cooperation  it  was  able  to  attach  to  itself  from 

any  source.  The  system  itself  Avas  an  innovation  upon  the  previously 
accepted  ideas  of  banking  and  currency,  and  Avas  experimental  as  to  its 
effects  and  popularity.  A large  amount  of  currency  Avas  then  in  circula- 
tion, issued  under  State  authority  by  banks;  this  it  AV'as  desirable  to 
displace  Avith  paper  that  should  represent  the  credit  of  the  national 
government,  and  in  that  Avay  open  neAV  avenues  for  the  enlargement  of 
that  credit.  The  government,  Avhile  it  felt  the  necessity  of  supplanting 
the  bank  currency  as  it  then  existed,  hesitated  to  in  any  way  antagonize 
the  banking  interests.  So  a compromise  Avas  devised,  by  which  the  banks 
were  allowed  to  issue  the  currency,  based  upon  the  government  credit 
represented  by  bonds.  That  system  affords  ample  security  to  the  holders 
^ of  the  bank  notes;  but  that  it  is  in  any  other  respect  an  improv'ement  on 

the  preA'ious  methods  of  banking  may  Avell  be  questioned.  In  fact,  the 
status  that  a bank,  organized  under  the  national  banking  laAV,  is  apt  to 
be  accorded  in  the  minds  of  the  general  public  has  too  often  proved  a 
snare  and  a delusion.  The  experience  of  the  country  in  the  results  to 
depositors  in  case  of  failure  by  national  banks,  does  not  Avarrant  the 
conclusion  that  their  management,  under  a quasi-governmental  super- 
vision, is  any  better  or  more  conseiwative  than  other  similar  institutions. 
Bank  examinations  have  been  instituted  as  a part  of  the  system ; but 
few,  if  any,  rotten  institutions  have,  hoAvever,  been  exposed,  or  closed,  as 
the  result  of  such  examinations ; and  not  unfrequently  it  has  occurred, 
Avithin  a feAV  days  or  Aveeks  after  such  examinations,  banks  have  failed, 

V 

» and  it  Avas  then  developed  that  they  had  been  insolvent  and  struggling 

for  existence  for  months.  Other  bankers  had  been  aAvare  that  they  Avere 

ft/ 

in  a tottering  condition,  but  the  government  examiners  had  failed  to 
discover  it,  or  had  criminally  failed  to  sound  the  note  of  warning  to  the 
confiding  public.  The  system  takes  little  account  of  the  interests  of 
depositors,  and  the  experience  of  the  public,  as  the  result  of  permitting 
the  same  persons  Avho  hav’e  squandered  the  assets  of  the  institution  to 
proceed  Avith  settling  up  its  affairs,  under  the  plea  of  A'oluntary  liquida- 
tion, taking  the  control  of  its  assets  out  of  the  jurisdiction  of  the  State 
courts,  or  of  the  bankrupt  law,  has  been  most  unfortunate,  and  villianies 


4 


14 


0 ■ tlie  most  imblusliing  character  have  been  perpetrated  in  such  settle- 
n ents,  but  discovered  too  late  to  afford  any  remedy  to  the  unsuspicious 
a id  powerless  creditors.  Hanks  at  best  are  nothing  more  than  an  associ- 
a ion  of  individuals  or  combinations  of  private  capital,  and  in  many  cases 
a-e,  by  assuming  the  respectable  title  of  national  lianks,  enabled  to  secure 
a standing  and  credit  entirely  beyond  the  just  due  of  their  owners,  either 
ii  dividually  or  collectively.  At  the  present  time  (whatever  may  have 
b *en  true  in  the  jiast)  the  national  government  is  not  under  obligations 
t(  grant  especial  favors  to  the  banks,  and  as  has  already  been  shown, 
there  is  no  profit  for  a really  creditable  individual  or  association  to  adopt 
the  national  banking  system.  That  system  may  have  served  a valuable 
p irpose  to  the  government,  the  banks  and  the  people  hitherto ; but,  with 
tl  e return  of  sounder  methods  in  our  financial  affairs,  it  seems  a})pro- 
p late  that  all  improvements  in  details,  that  commend  themselves  to  our 
jidgment,  in  the  light  of  experience,  should  bt'  adopted.  No  raid  on 
C!  pital  or  its  owners  can  subserve  any  commendable  purpose;  both 
si  ould  be  brought  into  the  most  harmonious  coojieration  with  the  indus- 
tiies  and  trade  of  the  country,  and  this  can  best  be  secured  by  the  adop- 
tion of  a policy  that  eliminates  governmental  supervision  and  interference 
ii  private  business  affairs,  bevond  what  is  absolutelv  necessarv  for  the 
p 'otection  of  the  public.  The  matter  of  currency  circulation  directly 
adects  all  classes  of  society;  general  banking  — the  care  of  individual 
deposits  and  the  loaning  of  money  — is  as  much  a private  business  as  that 
o:  a merchant  or  custodian  of  any  other  kind  of  property  that  the 
p ople  are  free  to  patronize  or  not,  as  they  may  see  fit.  Of  course  reason- 
able safeguards  against,  and  penalties  for,  the  perpetration  of  confidence 
o]»erations  in  banking,  should  be  adopted  for  the  public  protection ; but 
tl  ese  are  matters  more  proper  for  State  than  for  national  supervision- 
C)ngress,  under  the  Constitution  of  the  United  States,  has  the  sole  power 

01  coining,  or  making,  money,  and  it  seems  a fair  collateral  conclusion 
tl  at  it  alone  can  authorize  a representative  of  money.  This  is  the  theory 
u )on  which  the  national  banking  act  is  founded,  as  also  the  concurrent 
act  of  Congress,  by  which  it  assumed  to,  and  did,  extinguish  all  other 
pi  per  money,  by  the  imposition  of  taxation  upon  the  issues  previously 
ai  thorized  by  the  several  States.  The  States  are  expressly  prohibited 
fr  )in  coining  money,  or  emitting  bills  of  credit,  which  bank  notes  cer- 
tainly  are;  and  how  they  can  authorize  any  portion  or  class  of  their  citi- 
zens to  do  what  the  State  itself  cannot  do,  may  be  a debatable  question 
in  jurisprudence,  but  to  the  common  mind  it  admits  of  but  little  argu- 
m mt.  Any  fine-spun  theories  that  Congress  can  create  a debt,  and  cause 
it  to  be  represented  by  interest-bearing  bonds,  payable  at  a fixed  future 
d{  te,  and  then  authorize  corporations,  created  by  itself,  to  issue,  against 
that  evidence  of  debt,  as  a security,  a paper  currency  for  use  in  the 
business  transactions  of  the  people,  but  cannot  issue  that  evidence  of 
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debt  in  the  form  of  bills,  payable  on  demand, — in  either  case  making 
amjde  provision  to  meet  the  obligations  so  assumed, — certainly  finds  no 
support  in  direct  constitutional  provisions,  and  must  rest  on  an  exceed- 
ingly slender  foundation. 

It  is  not  apparent  that  the  country  need  seriously  concern  itself  as 
to  what  the  banks  will  or  will  not  do  in  the  event  of  a rej>eal  of  their 
authoritv  to  issue  currencv.  If  their  owners  have  monev  to  lend  thev 
will  be  likely  then,  as  now,  to  study  processes  of  investment  that,  in  their 
judgment,  promise  the  surest  and  best  returns.  The  whole  principle  of 
the  government  absorbing  the  money  of  capitalists  by  loans  to  itself, 
represented  by  interest-bearing  bonds,  and  then  permitting  the  holder  of 
that  evidence  of  debt  to  issue  against  it  a paper  currency  to  be  used  as 
money  in  a second  loan  to  the  people,  is  repugnant  to  every  idea  of  equal 
governmental  protection  to  all  classes  of  citizens,  and  rests  on  little  else 
than  the  doctrine  of  so  ordering  the  legislation  of  the  nation  as  to  make 
the  rich  man  richer  and  the  poor  man  poorer,  that  result  being  achieved 
by  allowing  a double  interest  to  the  one  at  the  expense  of  taxation  upon 
the  other.  It  is  no  argument  in  fiivor  of  this  policy  that  it  fails  in 
■ accomplishing  its  apparently  legitimate  ends;  but  if  the  principle  be  in 
itself  vicious,  it  should  be  abandoned  without  delav.  It  is  not  denied 
that  our  present  system  of  bank  issues  of  currency  is  a marked  improve- 
ment upon  the  methods  previously  adopted  in  this  country.  It  is, 
however,  claimed  that  the  controlling  idea  with  the  issuers  of  any  form  of 
paper  circulating  medium  is  the  supjiosed  profit  resulting  therefrom,  and 
it  is  with  much  force  maintained  that  if  there  be  any  profit  in  supplying 
the  people  with  a sound  paper  circulation,  that  profit  legitimately  belongs 
to  the  people  themselves,  and  should  be  applied  to  the  abatement  of  the 
burdens  of  taxation. 

Very  serious  questions  arise  at  the  very  threshold  of  argument  in 
favor  of  any  policy  contemplating  the  issue  of  the  paper  circulation  of 
the  country  directly  and  solely  by  the  government. 

First.  Perhaps  the  most  important  point  in  any  such  proposition  is 
to  determine,  by  whom  shall  the  machinery  necessary  for  its  successful 
management  be  controlled  ? The  past  experience  of  the  countrv  estab- 
lishes the  dangerous  character  of  direct  congressional  control  in  matters 
relating  to  the  currency.  The  vacillating  and  conflicting  expressions 
and  enactments  by  Congress  touching  this  question  demonstrates  the 
truth  of  the  assertion  so  frequently  made,  that  many  members  of  both  its 
branches  are  lamentably  ignorant  of  the  elementary  principles  of  practi- 
cal finance,  and  liable  to  yield  to  the  pressure  of  efforts  and  arguments  of 
persistent  and  interested  lobbyists,  and,  while  in  no  wise  appreciating  the 
evils  likely  or  certain  to  result  from  their  action,  favor  the  enactment  of 
laws  pernicious  in  their  character,  and  productive  only  of  confusion  and 
damage  to  all  legitimate  enterprises  and  business  pursuits. 
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As  illustrating  this  tendency  on  the  part  of  Congress,  we  have  but  to 
recall  the  act  of  Aiiril,  1874  (fortunately  for  the  country,  vetoed  by  Presi- 
dent Grant),  intended  to  largely  increase  the  volume  of  irredcLiable 
currency  then  afloat  in  the  country,  at  a time  when  there  was  no  proflt- 

tlir  7.  T This  was  done  in 

duect  violation  of  repeated  pledges  made  by  Congress  for  the  early  re- 

hrS-dJ  of  t pressed 

from  l f this  measure  are  unmistakably  . stablished  by  the  fact  that 

fiom  lack  of  profatable  use,  a gradual  retirement  of  paper  currency  has 

been  going  on  by  the  operation  of  what  may  be  called  natural  laws,'from 

hat  day  to  this,  amounting,  including  legal-tender  notes  and  national- 

bank  notes,  to  over  seventy  millions  of  dollars,  between  January  1 1875 

}:  ‘ ’ '''' half  millions  per  month.  ’ 

■iction  ‘ind  ever  threatening  course  of  congressional 

action,  piompted,  in  many  instances,  by  a su]>posed  pressure  of  public 

opinion  manufactured  by  the  speculative  and  selfish  elements  of  society 
01  the  furtherance  of  their  own  schemes,- admonishes  us  that  it  would 
byin wise  to  confide  to  that  body  the  details  of  a .piestion  of  such  magni- 
tude. Pnere  has,  probably,  been  no  more  potent  reason  assigned  for  a 
supposed  necessity  of  the  absolute  abandonment  of  the  policy  of  c.overn- 
ment  issues  of  currency  than  the  constant  menace  of  congressiomd  acts 
in  refeience  to  it  that  would  be  detrimental  to  the  business  interests  of 
the  countp.  Our  past  experience  also  teaches  us  that  while  we  may  not 
iaie  tiust  this  particularly  delicate  question  to  Congress,  a large  and 
m pme  sense  irresponsible  body,— irresponsible  in  that  no  member  feels 
that  on  him  personally  rests  the  consequences  ol'  the  acts  of  the  body  at 
arge,-yet  the  officers  charged  with  the  management  of  our  national 
.nances  in  their  detail  have,  as  a rule,  been  conservative  and  generally 
;ound  in  their  recommendations,  and  have,  as  lar  as  was  in  their  power 
■ought  to  promote  thepredit  of  the  government  and  the  best  interests  of 
he  peop  e at  large.  Every  Secretary  of  the  Treasury  since  1861  has  held 
.aid  pipe  aimed,  witli  more  or  l^s  of  emphasis,  rational  principles  on  the 
ubject  ol  tlie  national  debt  and  the  early  restoration  of  a specie  basis  for 
< 111  cuiiency;  and  in  fact  all  the  executive  officers  of  the  government  as 
ir  as  known  have  held  similar  views.  It  is  not  improbable  that  many 
ho,  under  the  influences  of  legislative  surroundings  and  misrepresented 
lews  of  their  constituents,  have  lent  their  aid  in  promoting  vicious  propo- 
t.ons,  would,  If  thrown  entirely  on  their  own  personal  responsibility, 
lave  opposed  measures  that  as  senators  and  representatives  they  stand 
C!i  the  lecoid  as  ffivoring.  Cabinet  officers  are  not,  however,  always,  or 
reriaps  usualpq  practical  financiers  or  experts  in  the  solution  of  financial 
problems,  and  it  would  probably  be  unwise  to  require  either  the  Secretary 
0-  the  Ireasury  or  the  Comptroller  of  the  Currency,  or  tlie  two  jointly,  to 
d3cide  on  all  questions  relating  to  the  extent  or  manner  of  issuing  the 
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currency,  or  the  provision  that  should  be  made  for  its  redemption.  An 
executive  Board  of  Control,  consisting  of  the  two  officers  above  named, 
and  one  representative  each  from  the  east,  south  and  west,  or  increased 
to  seven,  each  representing  a fixed  section  of  the  country,  and  selected 
with  reference  to  his  eminent  knowledge  of  finance  and  his  fitness  for 
such  a position,  (such  selections  to  be  made  by  the  President  of  the  United 
States,  or,  if  deemed  more  desirable,  by  an  association  of  all  the  bankers 
of  the  country  desiring  to  participate  in  the  selection,  the  voice  of  each 
being  in  proportion  to  the  banking  capital  he  represents,)  would  consti- 
tute a body  from  which  might  reasonably  be  expected  wise  decisions  and 
^ a satisfactory  management  of  all  questions  relating  to  the  currency.  Such 

a board,  to  be  enabled  to  exercise  its  full  measure  of  efficiency,  should  be 
granted  discretionary  power,  within  liberal  limits  to  be  prescribed  by  law, 
in  reference  to  tlie  issue  of  paper  currency  and  providing  for  its  redtfinp- 
tion.  A fear  that  might  be  entertained  in  some  (quarters  that  bankers, 
mindful  of  their  own  interests,  would  be  inclined  to  maintain  an  unneces- 
sarily limited  volume  of  paper  in  circulation,  in  order  to  enhance  the 
rates  of  interest  for  the  use  of  money,  has  no  real  foundation  in  fact. 
Government  issues,  large  or  small,  would  neither  add  to  nor  diminish 
their  own  loanable  funds,  but  liberal  issues  of  ])aper  money  tend  to  increase 
bank  deposits,  from  the  use  of  which,  after  all,  much  the  larger  propor- 
tion of  the  profits  of  banking  are  realized.  A paper  currency  is  not 
money  in  any  just  sense,  but  only  its  representative,  and  should  never  be 
put  in  circulation  in  lieu  of  money,  except  as  it  can  be  judiciously  and 
safely  flouted  as  a medium  of  exchange.  To  that  extent  it  is  a great 
commercial  convenience,  if  not  an  absolute  necessity ; beyond  that,  if 
forced  into  the  channels  of  trade,  it  only  results  in  the  inflation  of 
nominal  values  as  measured  by  it,  producing  exaggerated  views  of  pros- 
perity, but  certain,  sooner  or  later,  to  end  in  disappointment  and  disaster, 
widespread  and  far-reaching,  to  all  the  industries  and  business  enterprises 
of  the  people.  Conservative  and  educated  bankers  Avill  always  deem  it  to 
their  interest  that  there  should  be  employed  as  large  a volume  of  cur- 
rency, and  no  more,  as  prudence  will  dictate,  having  in  view  the  highest 
degree  of  real  prosperity  in  business  interests,  and  the  ability  of  promjit 
« redemption,  which  will  surely  be  called  for  so  soon  as  the  currency  fails 

to  find  profitable  employment. 

Second.  By  what  means  shall  government  issues  be  put  in  circula- 
tion ? and  how,  after  they  are  once  redeemed,  shall  they  be  again  paid  out 
by  the  government  ? When  the  legal-tender  notes  now  in  the  hands  of 
the  peojfie  were  issued,  no  such  question  presented  itself.  At  that  time 
the  government  was  an  enormous  purchaser  of  services  and  material  for 
the  prosecution  of  a great  war,  and  these  notes  were  forced  upon  its 
creditors  as  a promise  to  pay  in  the  future,  No  such  state  of  things  now 
exists,  and  it  is  hoped  never  will.  There  is  no  occasion  now  for  the  pav- 
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I lent  by  government  of  money  in  excess  of  its  current  receijits  from  the 
’ arions  forms  of  taxation.  Banks  pay  out  their  notes  as  loans,  and  receive 
1 hem  back,  practically,  in  payment  of  those  loans  ; the  same  process  being 
lepeated  again  and  again,  the  intermediate  process  of  their  use  as  deposits 
i lid  the  jiayment  of  the  same  and  of  redemptions  on  presentation,  not  in 
1 ny  way  changing  the  general  principle  of  the  business.  Clearly  the  gov- 
( rnment  cannot  adopt  that  course,  except  by  indirection.  No  one  prob- 
{ bly  would  suggest  that  the  government  should  adopt  the  policy  of  dis- 
( Glinting  commercial  paper,  or  that  it  should  in  any  manner  meddle  with 
( bligations  of  credit  not  its  own.  As  a means  of  again  placing  currencVj 
( nee  retired,  into  circulation,  we  have  the  suggestion  so  persistently  advo-  \ 

(ated  by  Mr.  Kelley,  and  others,  in  and  out  of  Congress,  of  a convertible  < 

lond  bearing  interest  at,  say,  the  rate  of  P^i*  cent  per  annum, — a 
sort  of  double-acting  and  self-adjusting  contrivance  which  contemplates 
1 o payment  in  any  just  sense,  but  an  eternal  round  of  canceling  one  prom- 
iiewith  another,  with  no  provision  that  either  should  ever  be  fulfilled. 

' 'hat  proposition  contemplates  a continuance  of  the  policy  of  maintaining 
b currency  half  legal  tender  and  half  national-bank  notes,  but  practically 
lisulting  in  the  introduction  into  the  currency  "f  a new  element,  to  wit, 
tie  bonds  issued  for  legal  tenders  as  presented.  The  arrangement  would 
operate  as  a standing  invitation  to  the  holder  of  every  idle  dollar  in  bank 
vaults,  or  otherwise  not  in  active  circulation,  to  invest  it  in  the  proposed 
1 ond,  he  knowing  that  at  any  moment  he  desired  to  do  so,  he  could  con-  f 

\ert  the  bond  into  legal-tender  notes,  and  pocket  the  accrued  interest. 

The  bonds  would,  from  the  very  nature  of  the  case,  be  regarded  as  more 
cesirable  than  the  non-interest-bearing  note,  and  would  soon  come  to 
j ass  from  hand  to  hand,  with  accrued  interest  added  to  their  face  at  the 
rite  of  one  cent  a day  on  the  hundred  dollars,  truly  a most  desirable 
i istrument  for  all  large  payments,  and  a most  ingenious  device  for  com-  ' 

p elling  the  government  to  pay  interest  on  an  immense  sum  of  money  that 
i'  does  not  want  and  cannot  use.  The  scheme  seems  to  have  contem- 
p lated  the  conversion  of  the  whole  debt  of  the  country  into  a circulating 
li  ledium,  as  it  made  it  the  duty  of  the  Secretary  of  the  Treasury  to  apply 
a 1 legal-tender  notes  received  in  exchange  for  the  convertible  bonds  to 
t le  purchase  of  the  coin  bonds  outstanding;  the  currency  so  paid  of  course  f 

b » be  again  converted  into  3.65  bonds,  and  so  continuing  the  process  till  all 
bmds  outstanding  at  the  passage  of  the  act  were  (ionverted  into  the  3.65s. 

1 he  act  provided  but  150,000,000,  and  any  surplus  from  current  revenues, 
n 3t  otherwise  appropriated,  to  the  redemption  of  the  3.65s,  which  would 
hi  utterly  insignificant  for  the  conversion  of  perhaps  fifteen  to  eighteen 
hindred  millions  of  them,  as  in  time  there  would  come  to  be  afloat. 

A ssuining  that  the  coin  obligation  of  the  outstanding  bonds  was  not  to 
b ! ignored,  or  repudiated,  it  may  well  be  supposed  that  the  purchase  of 
tl  iem  for  such  a currency  could  only  be  effected  at  a premium  that  would 
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result  in  largely  increasing,  perhaps  doubling,  the  present  debt  of  the 
United  States.  An  arrangement  of  that  nature  would  certainly  result  in 
an  abundant  supply  of  currency,  whatever  might  be  its  value.  A j)ropo- 
sition  so  preposterous  needs  but  to  be  touched  by  the  spear  of  tnith  to 
demonstrate  the  proportions  of  the  balloon  it  is.  It  is  hoped  this  scheme 
in  its  varied  and  hideous  combinations  has  been  finally  laid  awav  to  its 
eternal  rest,  to  be  remembered  oulv  as  one  of  the  vagaries  of  a disordered 
imagination,  la1)oring  to  accomplisli  the  impossible  feat  of  successfully 
floating  a debt  indetinitely,  with  no  thought  or  provision  for  ever  paying 
either  its  principal  or  the  interest  upon  it,  except  in  a new  paper  of  the 
/ same  qualities  as  the  old,  — a feat  quite  similar  to  that  of  a man  attempt- 

ing to  lift  himself  out  of  a mire  by  his  boot-straps. 

Is  it  not  possible,  however,  to  utilize  some  of  the  ]>arts  of  tliis  reject- 
ed combination  into  a means  of  exchange  between  the  ])eople  and  the 
government,  in  the  process  of  issuing  and  redeeming  currency  for  tlie 
convenience  and  interest  of  both?  A Board  of  Control,  such  as  has  been 
herein  suggested,  could,  with  almost  unerring  accuracy,  ascertain,  from 
time  to  time,  the  financial  status  of  the  affairs  of  the  country,  and  its 
needs  as  to  more  or  less  paper  currency  than  was  at  the  time  in  circula- 
tion; and  in  case  they  deemed  the  supply  excessive,  permit  currency  as 
redeemed  to  accumulate  in  the  Treasury;  or,  if  they  deemed  it  insufficient, 
to  supply  it  within  the  limits  prescribed  by  law,  the  public  being  kept 
advised  of  the  amount  outstanding  by  weekl}^  statements  through  the 
medium  of  the  public  press.  The  limit  of  currency  issues  should  lie  fixed 
by  law,  not  exceeding,  say,  six  or  seven  hundred  millions  of  dollars,  in- 
cluding the  issues  of  the  government  and  the  banks;  the  latter,  however, 
to  be  supplanted  by  the  government  legal-tender  issues  as  fast  as  they  flow' 
by  natural  processes  into  the  hands  of  the  government,  or  as  the  banks 
choose  to  retire  them,  and  all  bonds  now'  on  deposit  for  their  security  to 
be  returned  to  their  owners  so  soon  as  the  bank  notes,  or  anv  iiortion  of 
them,  are  canceled,  or  provision  is  made  by  the  banks  for  doing  so  by  the 
government,  as  is  now  the  case ; the  policy  contemplating  the  entire  ex- 
tinguishment of  the  bank-note  circulation  at  an  early  future  date,  not 
fixed.  All  demands  for  money,  beyond  the  amount  of  currency  afloat,  to 
i be  supplied  by  coin  itself;  and  as  the  paper  issues  are  redeemable  in  coin 

on  presentation,  the  whole  circulating  medium  would  be  practically  one 
of  coin,  as  in  England. 

The  means  of  procuring  coin  w'ith  which  to  redeem  the  government 
issues  of  currency,  and  of  replacing  currency  into  circulation,  must,  in 
such  a proposition,  be  through  the  sale  and  purchase  of  the  bonds  of  the 
government ; these  sales  to  be  for  actual  coin,  wherever  they  can  be  made 
to  the  best  advantage,  the  purchases  to  be  for  currency,  and  to  be  made 
either  after  the  receipt  of  proposals,  duly  advertised  for,  or  in  the  open 
market,  subject  to  competitive  bids.  The  bonds  being  in  no  sense  money 


% 


under  such  circumstances  be  held,  the  same  as  now,  lor  investment ; 
lurchases  by  government,  before  maturity,  would  only  occur  when 
icy  was  more  profitable  for  use  than  they.  Bonds  so  purchased,  or 
.r  ones,  would  be  again  sold  when  coin  was  needed  to  maintain  the 
r reserve  for  redemption ; thus  the  process  would,  in  a measure,  be 
latic  in  its  operations,  or  easily  adjusted  by  the  Board  of  Control, 
n anv  event,  devolve  the  cost  of  maintaining  the  currency  at  par 
coin  on  the  whole  people  through  the  government,  where,  under 
circumstances,  it  w'ould  rightfully  belong.  At  times  it  might  occur 
the  board  would  be  obliged  to  pay  a trifle  more  for  bonds  in  ex- 
-•e  for  curreiicv,  than  it  could  at  other  times  realize  in  coin  on  their 
Hit  the  reverse  of  that  condition  of  markets,  at  the  times  when  it 
esired  to  make  the  respective  exchanges,  is  quite  as  likely  to  exist, 
it  the  chances  for  loss  or  gain  in  that  respect  ari-  about  equal. 

Jnder  such  an  arrangement,  the  whole  paper  circulation  of  the  coun- 
nng  of  government  issue,  and  legal  tender  for  all  debts,  public  and 
te,  it  is  scarcely  conceivable  that  in  the  general  business  of  the 
e any  large  demand  for  coin  redemption  could  arise, 
n case  the  exchanges  with  foreign  nations  should  require  the  remit- 
of  coin  or  its  equivalent,  the  bonds  would  be  preferred,  so  long  as 
overnment  maintains  its  high  order  of  credit ; nevertheless,  a suffi- 
reserve  of  coin  should  at  all  times  be  held  in  the  Treasury  to  meet 
jle  or  probable  contingencies  of  every  nature.  A reserve  of  half  the 
andiug  currency  could  be  so  maintained,  and  yet  result  in  a large 
g of  interest  over  the  policy  of  issues  solely  by  the  banks  under  the 
ng  law.  The  policy  of  receiving  deposits  of  coin  by  the  Treasury, 
issuing  certificates  therefor,  as  now  practiced,  should  be  continued, 
will  enable  the  Board  of  Control  to  more  directly  communicate  with 
oin  demands  of  the  country,  as  it  were,  holding  its  hand  on  every 
,tion  at  its  money  centers.  These  deposits,  however,  should  not  in 
lense  be  counted  or  considered  as  a part  of  the  currency  redemption 
ve. 

If  these  views  of  the  situation,  as  it  relates  to  the  future  of  our  paper 
ncy  are  correct,  or  substantially  so,  and  are  woidhy  the  careful  con- 
itiou  of  our  representatives  in  Congress  and  the  executive  officers  of 
jovernment,  who  are  charged  with  the  duty  of  submitting  recom- 
lations  touching  the  welfare  and  prosperity  of  the  country,  is  it  not 
nojv  to  agitate  them,  in  order  to  secure  their  early  consideration,  and 
loption  of  a policy  in  harmony  therewith  ? It  is  probable  that  Congress 
at  the  approaching  session,  as  it  certainly  is  its  duty  to  do,  adopt 
ures  looking  to  the  final  settlement  of  all  questions  relating  to  the 
option  of  specie  payments.  Shall  they  be  such  as  will  obliterate  the 
iback  from  our  circulating  medium,  or  as  will  reinvest  it  with  a new 
much  more  useful  existence  than  it  has  hitherto  possessed?  If 
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the  former,  we  may  safely  anticipate  a tightening  up  of  financial  affairs 
that  will  not  only  result  in  holding  the  industries  of  the  country  in  their 
present  depressed  and  languishing  condition,  but  that  will  still  further 
dry  up  the  fountains  of  enterprise  by  diminishing  the  supply  of  loanable 
capital  to  the  amount  of  actual  coin  in  circulation  or  by  absorbing  it,  in  a 
large  percentage,  as  the  basis  of  national-bank  notes.  If  the  policy  pre- 
vails of  substituting  the  present  bank  circulation  by  the  government 
issues,  and  supplying  the  entire  paper  currency  by  their  use,  from  forty 
to  sixty  millions  of  bank  capital,  now  idly  held  by  the  Comptroller  of  the 
Currency,  will  be  released  to  take  its  place  in  promoting  the  pu’osperity, 
/ and,  by  its  use,  increasing  the  wealth  of  the  country,  at  the  same  time 

giving  the  people  a currency  secure  beyond  any  contingency,  except  the 
bankruptcy  of  the  nation,  and  such  as  they  wdll  be  better  satisfied  to  use 
and  to  hold,  than  any  other,  not  excepting  coin  itself. 

THE  COIN  STANDARD. 

In  considering  the  question  of  a resumption  of  specie  payments,  as 
the  matter  now  stands,  any  suggestion  of  details  would  be  exceedingly 
incomplete  that  did  not  take  notice  of  the  issue,  now  before  the  country, 
in  reference  to  a single  or,  so  called,  double  metallic  standard,  as  the 
monetary  basis  of  the  nation.  The  passage  of  a bill  by  the  House  of 
Representatives  at  the  last  session,  providing  for  the  reestablishment  of  a 
full  legal-tender  silver  coinage,  of  the  proportions  of  sixteen  of  silver  to 
one  of  gold,  and  the  extended  consideration  that  question  is  still  receiving, 
warrants  the  assumption  that  such  a measure  will  be  again  pressed  on 
Congress  as  a part  of  the  plan  for  specie  resumption.  So  much  of  vitu- 
peration and  ill-feeling  has  been  introduced  into  the  discussions  of  this 
subject,  and  so  many  unwarranted  statements  have  been  made  as  to  the 
probable  results  of  such  a course,  that  it  has  come  to.  have  somewhat  the 
appearance  of  being  pressed  more  as  an  end,  than  as  a principle  which 
would  bear  a calm  consideration  in  the  light  of  all  the  facts  bearing  upon 
it.  Under  these  circumstances,  it  is  greatly  to  be  feared  that  such  a 
deliberate  and  candid  investigation  into  the  real  merits  of  the  subject 
will  not  be  accorded  to  it,  as  the  great  importance  of  the  question  to  the 
♦ future  welfare  of  the  country  demands.  A most  baseless  charge  has  been 

promulgated,  both  in  and  out  of  Congress,  and  especially  by  some  of  the 
leading  public  journals,  that  the  act  of  February,  1873,  by  which  the  so- 
called  “ dollar  of  our  fathers”  was  dropped  from  the  list  of  authorized 
coinages,  was  surreptitiously,  if  not  fraudulently,  passed  through  Congress 
in  the  supposed  interest  of  those  who  sought  to  accomplish  ends  for  their 
personal  advantage.  These  statements  are  so  entirely  at  variance  with 
the  facts  in  the  case,  that  it  seems  almost  incredible  that  an  honest  man, 
having  the  means  of  information  within  easy  reach,  could  reiterate  them 
again  and  again,  even  for  the  accomplishment  of  a purpose  that  he  deemed 
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in  tself  worthy  and  entitled  to  his  earnest  support.  The  act  in  question, 
fin  illy  approved  February  12,  1873,  certainly  was  not  passed  hurriedly 
thiough  Congress  ; in  fact  it  appears  from  the  records  of  the  two  houses 
thi.t  it  received  very  much  more  than  ordinary  consideration  and  dis- 
ci; ision.  The  bill  was  first  introduced  into  the  Senate  by  Mr.  Sherman, 
wl  0 had  received  it  with  an  accompanying  report  in  reference  to  the 
su  iposed  necessity  for  its  adoption,  from  the  Secretary  of  the  Treasury 
(]\  r.  Boutwell).  The  report  and  bill,  which  were  very  elaborate,  were 
prepared  by  Hon.  John  Jay  Knox,  then  deputy  comptroller  of  the  cur- 
re  icy,  but  at  present  the  comptroller.  The  bill,  as  its  title  denotes,  was 
in  ended  as  a revision  of  all  the  then  existing  laws  relating  to  coinage ; it 
n;  med  the  several  coins  thereafter  to  be  issued  from  the  mints,  and  fixed 
tha  weight  and  fineness  of  each,  and  prescribed  full  regulations  for  the 
coaduct  and  management  of  the  mints  and  assay  offices  of  the  United 
Slates,  and  repealed  all  previous  enactment  upon  the  subject  to  which  it 
related.  It  is  a bill  of  sixty-seven  sections,  and  exhibits  more  of  harmony 
in  its  various  details  than  is  usual  with  elaborate  acts  of  its  nature.  The 
a(  companying  report  expressly  called  attention  t(j  the  fact  that  the  bill 
el  minated  from  the  authorized  coinage  the  silver  dollar  of  412^  grains, 
w lich  was  the  only  authorized  silver  coinage  at  that  time  that  was  by  law 
a legal  tender  for  sums  over  five  dollars.  The  original  draft  of  the  bill  as 
p 'esented  to  Congress  provided  for  no  silver  coin  of  over  a half  dollar, 
wriich  w'ith  the  smaller  subsidiary  silver  coins  were  to  be  made  a legal 
ti  nder  only  for  sums  less  than  one  dollar. 

On  April  28,  1870,  the  bill  was  introduced,  ordered  printed  and 
ri  ferred  to  the  finance  committee.  May  2,  additional  copies  were  ordered 
punted,  and  after  being  duly  considered  by  the  committee  it  was  reported 
b ick  to  the  Senate  with  a recommendation  that  it  be  passed.  January  9, 

1 371,  in  accordance  with  previous  notice,  it  was  called  up,  was  very  fully 
d iscussed  and  its  various  features  explained,  and  on  the  next  day  it  was 
p assed  by  the  Senate  without  amendment,  in  so  far  as  this  feature  of  it 
V as  concerned.  Yeas,  36;  nays,  14.  Three  days  later  the  bill  as  passed 
ly  the  Senate  was,  on  motion  of  the  Hon.  W.  D.  Kelly,  ordered  pirinted 
ly  the  House  of  Eepresentatives,  and  referred  to  the  committee  on  coin- 
; ge,  of  which  Mr.  Kelly  was  a member,  and  probably  its  chairman.  That 
1 eing  the  short  session,  the  bill  did  not  come  before  the  House  lor  final 
{ ction  before  the  close,  though  it  was  reported  back  with  an  amendment 
i nd  again  printed  and  recommitted. 

Early  in  the  first  session  of  the  next  Congress  Mr.  Kelly  introduced 
1 he  bill  into  the  house,  and  it  was  referred  to  the  new  committee  on 
r.oinage.  January  9,  1872,  the  bill  was  reported  back  by  Mr.  Kelly,  who, 
.J  that  time,  stated  it  had  received  unusual  attention  from  the  previous 
jommittee,  having  been  examined  section  by  section,  line  by  line  and 
vord  by  word,  and  that  it  had  also  been  thoroughly  examined  by  the  new 
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committee,  who  recommended  its  passage.  The  next  day  it  was  again 
before  the  house,  was  discussed  at  considerable  length  and  was  recom- 
mitted. February  9,  it  was  again  reported  with  an  amendment,  and 
again  recommitted.  February  13,  it  was  again  reported  back  with  amend- 
ments and  made  the  special  -order  for  March  12.  April  9,  the  bill  then 
being  under  consideration,  the  Hon.  Samuel  Hooper  made  a speech,  occu- 
pying ten  columns  of  the  Congressional  Globe,  fully  explaining  every 
feature  of  the  bill  section  by  section.  The  bill  had  by  this  time  been 
amended  in  various  particulars;  among  others,  a silver  dollar  had  been 
provided  for  of  384  grains,  or  proportionate  to  the  value  of  the  subsidiary 
smaller  silver  coins. 

Mr.  Hooper  said : “ Section  16  re-enacts  the  provisions  of  the  existing 
laws  defining  the  silver  coins  and  their  weights  respectively,  except  in 
relation  to  the  silver  dollar,  which  is  reduced  in  weight  from  4124  grains 
to  384  grains,  thus  making  it  a subsidiary  coin  in  harmony  with  the 
silver  coins  of  less  denomination  to  secure  its  concurrent  circulation  with 
them.  The  silver  dollar  of  4124  grains,  by  reason  of  its  bullion,  or  in- 
trinsic, value  being  greater  than  its  nominal  value,  long  since  ceased  to  be 
a coin  of  circulation,  and  is  melted  by  manufacturers  of  silverware.  It 
does  not  circulate  now  in  commercial  transactions  with  anv  countrv  ; 
and  the  convenience  of  these  manufacturers  in  this  respect  cun  better  be 
met  by  supplying  small  stamped  bars  of  the  same  standard,  avoiding  the 
useless  expense  of  coining  the  dollar  for  that  purpose.”  Mr.  Stoughton 
also  explained  this  particular  feature  of  the  bill.  Mr.  Potter  stated  that 
the  bill  made  “legal-tender  coin  of  only  one  metal,  and  not  as  heretofore, 
of  two.”  Mr.  Kelly  said  : “ It  is  impossible  to  retain  the  double  standard.” 
May  27,  Mr.  Hooper  again  called  up  the  bill,  and  ottered  an  amendment  in 
the  nature  of  a substitute;  the  changes  were  explained,  the  amendments 
agreed  to,  and  the  bill  passed, — yeas  110,  nays  13.  The  bill,  as  passed,  so 
far  as  it  related  to  the  silver  coinage,  ivas  identical  with  the  one  so  elabo- 
rately discussed  and  explained  by  Mr.  Hooper  and  others  on  April  9. 
The  bill  then  went  to  the  Senate  again,  was  explained  by  Senator 
Sherman,  ordered  printed  May  29;  reported  back  December  16;  was 
called  up  January  17,  and  again  printed  with  amendments,  and  on 
January  17,  1873,  after  a very  full  discussion,  was  passed  by  the  Senate. 
The  Senate  had  changed  the  dollar  of  384  grains  to  one  of  420  grains,  to 
be  called  a “ trade  dollar,”  not  a legal  tender,  and  intended  foi‘  export  in 
the  trade  with  China,  Japan  and  other  countries  in  Asia.  The  bill  then 
went  to  the  House  for  concurrence  in  the  Senate  amendments,  and,  not 
being  promptly  agreed  to,  it  was  referred  to  a committee  of  conference, 
who  recommended  a concurrence  by  the  House,  and  the  report  being 
adopted  by  the  House,  the  bill  became  a law  by  executive  approval, 
February  12,  1873.  It  was,  as  previously  remarked,  a very  elaborate  bill, 
revising  the  entire  laws  relating  to  coinage,  and,  during  its  long  progress 
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to  enactment,  was  modified  and  amended  in  many  respects.  But  at  no 
tir  le  was  any  proposition  submitted  looking  to  tlie  continuance  of  the 
CO  uage  of  the  4124  grain  dollar,  and  no  feature  of  the  bill  was  more  fully 
dii  cussed  and  explained  than  that  relating  to  it.  Slight  changes  were 
mi  .de  in  the  weight  of  the  half-dollar  and  smaller  coins,  and  two  widely 
di  ferent  dollars  were  proposed,  intended  for  widely  different  purposes, 
ne  ther  of  which  was  to  be  a legal  tender  for  over  five  dollars.  The  bill 
Wis  read  at  length  several  times,  and  was  printed  in  its  various  modified 
fo:  ms  — in  all  thirteen  times.  The  history  of  the  passage  of  this  bill  is 
th  IS  given  with  some  degree  of  minuteness,  even  at  the  hazard  of  its 
ap  oearing  tedious,  in  order  to  show  how  utterly  unfounded  are  the 
ch  irges  that  have  been  made  that  it  was  passed  Avithout  due  considera- 
ticn,  and  under  misapprehension  or  lack  of  knowledge  on  the  part  of 
m.mabers  and  the  country  as  to  that  provision  of  it  which  discontinued 
th'  coinage  of  the  old  dollar.  This  argument  has  apparently  been 
br  )Ught  out  at  this  late  date  for  the  purpose  of  inciting  a popular  feeling^ 
th  it  interested  parties  succeeded  in  securing,  surnjptitiously,  the  passage 
of  an  act,  the  effect  of  which  was  to  defraud  the  (Country  and  the  people 
of  a right  they  had  to  pay  their  debts  at  option  in  either  silver  or  gold, 
an  d so  to  produce  a reaction  that  would  restore  the  advantages  supposed 
to  have  been  thus  lost. 

It  is  not,  however,  in  any  just  sense  true  that  the  silver  dollar  was 
fii  3t  demonetized  by  the  act  of  1873.  The  act  June  28,  1834,  which 
re  luced  the  standard  of  the  gold  coinage  over  six  per  cent,  as  practically 
demonetized  the  silver  dollar  as  if  it  had  been  obliterated  from  the 
ccinaee  of  the  countrv;  and  it  is  stated  that  from  1834  to  1873  no  silver 
debars  Avere  received  at  any  of  the  custom-houses  of  the  country,  where 
they  would  be  likely  to  appear  if  any  were  used  as  money.  In  fact,  from 
If  05  to  1839,  Avhen  they  began  to  be  coined  for  exjiort,  only  one  thousand 
d(  liars  of  them  Avere  coined  at  the  mints.  It  is  not  true  that  the  silver 
d(  liar  of  United  States  coinage  ever  formed  an  appreciable  element  of 
tl  e money  of  the  country.  The  entire  coinage  to  1805  was  but  $1,439,- 
5'.  7,  and  in  1836,  $1,000  more.  Up  to  1861,  when  all  coin  ceased  to  be 
uied  in  the  exchanges  of  the  people,  the  entire  coinage  of  silver  dollars 
ai  lounted  to  but  $4,218,570,  and  up  to  1873,  Avhen  it  ceased  to  be  coined, 
tl  e entire  issue  Avas  only  $8,045,838  against  $816,905,788  of  gold  coinage 
during  the  same  time,  and  it  is  safe  to  sav  that  not  more  than  $1,500,000 
o]  United  States  silver  dollars  were  ever  used  by  the  people  as  money  at 
tl  eir  face  value,  the  use  of  them  as  money  after  1834  being  so  manifestly 
a1  a loss  in  business  transactions.  The  coinage  of  this  dollar  after  1834 
w IS  used  either  for  export  at  its  bullion  value,  or  in  the  mechanic  arts ; 
tl  e only  object  in  coining  it  at  all  Avas  to  secure  tlie  stamp  of  the  govern- 
n ent  as  to  its  fineness  and  Aveight,  which  would  be  accepted  both  at 
h )me  and,  generally,  abroad  without  question.  To  supply  the  demand 
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for  China  and  Japan  the  trade  dollar  was  instituted  in  1873,  its  Aveight, 
which  was  stamped  upon  its  face,  being  more  desirable,  as  it  better  con- 
formed to  the  silver  coinages  in  use  in  those  countries. 

The  act  of  1834  did  not  change  the  weight  or  fineness  of  the  sih’er 
dollar,  but  it  reduced  the  gold  dollar  by  fixing  it  at  only  one-sixteenth  the 
weight  of  the  silver,  instead  of  one-fifteenth  as  before.  The  proportions 
of  weight  betAveen  the  two  metals  in  the  coinage  of  France  has  remained 
at  fifteen  and  a half  to  one  from  1785  to  the  present  time,  and  that  pro- 
portion has  been  the  rule  for  many  years  in  nearly  all  European  countries, 
where  both  metals  have  been  used  as  full  legal  tender.  In  Holland  tbe 
proportion  of  silver  to  gold  was  a trifle  more;  in  Austria  and  Eussia  a 
trifle  less  than  fifteen  and  a half  to  one.  The  United  States  rule,  prior  to 
1834,  of  fifteen  to  one,  drove  all  the  gold  out  and  left  us  the  silver;  the 
proportion,  after  1834,  of  sixteen  to  one,  drove  out  all  the  silver  and  left  us 
the  gold.  The  commercial  logic  of  these  changes  being,  if  a given  Aveight 
of  gold  Avas  Avorth  at  the  United  States  Mint  only  fifteen  times  as  much 
as  the  same  weight  of  silver,  Avhile  in  Europe  it  was  Avorth  fifteen  and  a 
half  times  as  much,  our  higher  rating  of  the  silver  kept  it  all  here;  where- 
as Avhen  the  proportions  Avere  changed  and  we  rated  gold  at  sixteen  times 
the  value  of  silver,  and  Europe  still  maintained  her  previous  rating,  we 
were  allowed  to  keep  the  gold  and  the  silver  went  there. 

This  condition  of  affairs  continued  to  exist,  our  silver  steadily 
leaving  us  as  it  came  from  the  mint,  or  in  the  form  of  bullion,  to  an 
extent  that  left  the  country  practically  bare  of  even  tbe  small  coinages 
necessarA'  for  daily  use  in  all  business  transactions,  until  1853,  AAihen 
Congress  sought  to  remedy  the  difficulty  by  adopting  a debased  small 
silver  coinage  for  domestic  use  as  change.  That  tne  act  of  1853  was 
intended  by  Congress  to  reduce  the  legal-tender  coinage  to  one  of  a 
single  metal  does  not  admit  of  any  reasonable  doubt,  in  view  of  the  then 
existing  facts  relating  to  the  silver  dollar  coinage,  and  of  the  debates  in 
Congress  on  its  passage.  Mr.  Dunham,  in  the  House  of  Representatives, 
on  reporting  the  bill  from  the  committee  to  Avhich  it  had  been  lefeiied, 
said,  Avith  reference  to  the  double  standard : The  constant  changes  in 

the  relative  values  of  gold  and  silver  has  ahvays  resulted  in  great  incon- 
venience, and  frequently  in  great  loss  to  the  people.  Wherever  the  ex- 
periment of  a single  metal  standard  has  been  tried  it  has  proved  eminently 
successful.  Indeed  it  is  utterly  impossible  that  you  should  long  at  a time 
maintain  a double  standard.  The  one  or  the  other  will  appreciate  in 
value  Avhen  compared  with  the  other;  it  will  then  command  a premium 
when  exchanged  for  the  other,  when  it  ceases  to  be  currency  and  becomes 
merchandise.  The  committee  desire  to  obviate  the  double  standard  of 
gold  and  silver;  they  desire  to  have  the  standard  currency  to  consist  of 
gold  only,  and  these  silver  coins  shall  be  entirely  subservient  to  the  gold.” 
Several  other  gentlemen  in  debating  the  bill  expressed  similar  A'ieAVS,  but 
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tl  e above  may  suffice  as  indicating  the  intention  of  the  friends  of  the 
in?asnre,  brought  directly  to  the  notice  of  the  house.  Just  why  the  silver 
d(  liar  was  not  stricken  from  the  authorized  coinages  can  only  be  ac- 
cc  unted  for  by  the  fact  that  it  could  not  be  coined  and  used  as  money  in 
tl  is  country  without  so  large  a loss  as  to  render  it  i)ractically  obsolete. 
It  Avill  be  remembered  that  the  object  of  the  act  of  1853  was  to  provide  a 
SI  pply  of  small  silver  coin  that  would  circulate  among  the  prople  in  small 
pi  yments  and  as  change.  The  act  of  1834  having  firmly  established  gold 
as  the  only  practical  legal  tender  of  the  country,  it  was  probably  deemed 
unnecessary  to  go  beyond  the  special  object  sought  in  order  to  eliminate 
si  ver  from  the  standard  coinage  of  the  country.  Subsequently  came  on 
the  war,  and  in  its  train  the  entire  abandonment  of  the  use  of  coin  as  a 
bi  sis  of  ordinary  payments  among  the  people,  but  in  so  far  as  coin  has 
si  ice  been  used,  the  gold  dollar  has  been  the  only  basis  of  calculation. 

We  are  told,  with  great  persistency,  that  the  silver  dollar  of  412| 
gi  .iins  (more  properly  described  as  containing  371  [ grains  of  pure  silver, 
w th  at  first  44|,  and  later  41;^  grains  of  alloy)  was  the  only  unit  of  value 
remgnized  by  the  laws  of  the  United  States  from  the  foundation  of  the 
gf  vernment  to  1873.  This  seems  to  be  intended  as  an  argument  to  sus- 
ta  n the  hypothesis  of  good  faith  in  efforts  for  its  reestablishment,  and  to 
st  ’engthen  the  assertion  that  a great  wrong  was  perpetrated  upon  the 
country  by  its  abolishment.  The  claim  set  up  that  the  silver  dollar  was 
evM-  the  only  unit  of  values  in  this  country  is  denied.  The  Constitution 
of  the  United  States  gives  Congress  power  to  coin  money  and  to  regulate 
thi  value  thereof.  The  coinage  act  of  1792  declares  that  the  money  of 
aoount  of  the  United  States  shall  be  expressed  in  dollars  or  units,  dimes, 
celts  and  mills,  each  being  established  upon  a relative  proportion  to  the 
ot  ler.  Unit  act  provides  for  the  coinage,  in  gold,  of  eagles,  each  to  be  of 
till  value  of  ten  dollars;  half  eagles  and  quarter  eagles,  each  of  their 
re  ative  proportion  to  the  eagle,  that  is  to  say,  of  the  value  of  five  and  two 
and  a half  dollars  respectively.  It  also  provides  for  the  coinage  of  dollars 
or  units  in  silver,  and  of  fractions  of  a dollar,  each  bearing  its  true  pro- 
portion to  the  dollar.  A\ebster  defines  the  word  unit  as  “•One:  a word 
^y]  ich  denotes  a single  thing  or  person ; the  least  whole  number.”  The 
ui  it  of  value,  then,  both  by  the  sense  of  the  declaration  of  Congress,  and 
by  the  above  definition,  is  clearly  the  dollar,  not  the  silver  dollar,  the 
gold  dollar,  or  a paper  dollar.  In  practice,  as  well  as  in  law,  all  monetary 
ex  iressions  in  this  country  are  by  dollars  and  its  fractions.  In  France 
th  ! franc  is  the  unit  of  values  : its  composition  may  be  changed  and  its 
va  lie  increased  or  diminished,  as  compared  with  other  things,  but  its  use 
as  a basis  of  expression  and  calculation  would  remain  unchanged.  So 
wi  h the  United  States  the  dollar  is  the  legal  unit  of  expression  for  mon- 
eti  IT  values,  whatever  ma_v  be  its  commercial  value.  As  I'epresented  in 
th''  gold  eagle  of  1792,  the  dollar  contained  24f  grains  of  pure  gold;  in 
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that  of  1834,  it  contained  23^^^^  grains  of  pure  gold ; no  reference  was 
made  in  the  act  of  1834  to  a unit,  and  the  silver  dollar  remained  un- 
changed. Was  it  bad  faith  to  pay  our  debts  in  the  new  gold  dollar,  which 
was  worth  less,  by  nearly  five  per  cent,  than  the  silver  dollar  as  the  rela- 
tive value  of  the  two  metals  then  stood?  Certainlv  it  was  if  the  silver 
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dollar  was  at  that  time  the  only  legal  unit  of  values.  By  the  act  of 
March  3,  1849,  two  new  pieces  of  gold  coin  were  authorized,  “double 
eagles,  each  to  be  of  the  value  of  twenty  dollars  or  units,”  and  gold  “dol- 
lars, each  to  be  of  the  value  of  one  dollar  or  unit.”  By  the  act  of  Febru- 
ary 21,  1853,  still  another  gold  coin  ivas  added,  “of  the  value  of  three 
dollars  or  units.”  Both  of  these  acts  provided  that  the  new  coinage  au- 
thorized shall  be  “conformable  in  all  respects  to  the  standard  of  gold 
coins  now  established  by  law.”  Here  we  have  a unit  of  gold  long  before 
1873.  Which  was  the  real  and  only  standard,  if  either? 

We  have  thus  traced  the  material  features  of  the  coinage  acts  of  the 
country  down  to  1870;  at  that  time  the  question  of  a resumption  of  specie 
payments  had  come  to  be  seriously  considered.  In  anticipation  of  this 
event  the  officers  specially  charged  with  the  administration  of  our  mon- 
etary affairs  deemed  it  wise  that  the  coinage  laws  should  be  revised  and 
amended  in  many  important  particulars,  and  recommendations  covering 
the  whole  question  in  detail  were  submitted  to  Congress  by  the  Secretary 
of  the  Treasury.  The  fact  was  as  apparent  then  as  it  had  been  for  many 
years,  that  the  coinage  of  the  412^  grain  silver  dollar,  it  being  at  that 
time  about  44  per  cent  more  valuable  than  the  gold  dollar,  was  of  no 
practical  use  as  money.  The  coinage  of  this  piece  had  for  many  years 
been  little  else  than  merely  a certificate  by  stamp  as  to  the  fineness  and 
weight  of  the  metal,  the  product  of  our  mints  in  this  form  being  either 
exported  as  merchandise  or  transferred  to  the  manufactory  of  silverware, 
ornaments,  etc.  Our  experience  had  been  but  the  repetition  of  that  of 
England  prior  to  1810,  when  that  government  adopted  a single  standard, 
as  the  result  of  the  higher  valuation  of  silver  on  the  continent  than  in 
England.  McCulloch  says:  “From  1717  to  1816  no  silver  coins  of  legal 
weight  and  purity  would  remain  in  circulation,  but  were  either  melted 
down  or  exported.”  The  recommendations,  as  we  have  seen,  hung  along 
in  Congress  until  1873,  and,  as  finally  adopted,  seem  to  be  wise  and 
politic,  as  the  condition  of  the  relative  values  of  gold  and  silver  then 
stood, — at  all  events  it  was  accepted  as  such  by  the  country.  In  the  light 
of  subsequent  events  it  might  have  been  better  to  have  established  a 
double  standard  of  gold  and  silver  on  the  basis  so  long  enrrent  in  Europe, 
of  154  of  silver  to  one  of  gold.  Whether  such  a course  would  have  tended 
to  avert  the  disturbance  in  the  value  of  silver  that  has  since  occurred  can 
only  be  a subject  of  conjecture, — it  certainly  admits  of  doubt. 

Neither  silver  nor  gold  can  remain  at  a fixed  value  unless  the  mints 
of  commercial  nations  stand  ready  to  absorb  all  offerincfs  and  ffive  it  the 
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1 igal  stamp  of  money.  With  the  large  increase  in  the  production  of  gold 
ii  1850  and  later  years  its  bullion  price  did  not  decline  — though  other 
commodities  may  have  advanced  — because  the  mints  were  open  to  con- 
■\  ert  it  into  the  money  by  which  all  values  were  measured.  Had  they  been 
^ 'illing  to  absorb  but  a portion  of  it,  the  remainder  must  have  found  a 
market  as  merchandise  at  what  it  would  command  for  other  uses,  which 
muld  have  brought  the  whole  stock  to  the  same  level,  as  governments 
c'ould  have  pursued  the  same  course  as  the  United  States  is  doing  at  the 
I resent  time  in  the  purchase  of  silver  for  subsidiary  coinage,  that  is,  buy- 
i ig  in  as  merchandise  wherever  it  can  be  procured  the  cheapest.  The  price 
cf  silver  has  been  maintained  from  1785  to  1876  at  nearly  the  same  point, 
f -om  the  fact  that  France  during  all  that  time,  and  other  nations  during 
a large  portion  of  it,  have  been  ready  to  absorb  all  offerings  at  the  pro- 
j ortion  of  15^  of  silver  to  1 of  gold.  France  was  peculiarly  well  situated 
t ) act  as  a sort  of  safety-valve  for  the  regulation  of  the  values  of  the  two 
r letals ; on  the  one  side  was  England  with  a single  gold  standard,  on  the 
other  Germany  with  a single  silver  standard,  with  other  neighboring 
rations  in  harmony  with  herself, — her  laws  permitted  coinage  of  either 
r letal  to  an  indefinite  amount  on  her  established  proportions  of  valuation, 
a ad  she,  more  than  any  other,  or  perhaps  all  other  nations,  has  assisted 
i i controlling  this  cpiestion. 

In  1871,  Germany,  after  her  contest  with  France,  decided  to  adopt 
a gold  coinage  as  legal  tender,  her  sole  standard  of  values  previously 
laving  been  silver,  and  by  a law  of  July  9,  1873,  gold  was  made  the  sole 
s ;andard,  and  silver  is  hereafter  to  be  used,  as  in  England,  only  as  a sub- 
s diary  coinage.  This  has  changed  the  whole  situation  in  respect  to  the 
value  of  silver.  The  large  amount  of  silver  coin  held  in  Germany  that 
las  been  discarded  is  being  replaced  with  gold,  and  instead  of  her  being  a 
cansumer  she  has,  for  the  time  being,  practically  become  a producer  of 
s Iver, — she  wants  no  more,  and  has  a large  portion  of  her  stock  for 
s lie.  France,  and  the  other  nations  that  cooperated  with  her  in  respect 
t ) coinage,  hesitated  as  to  whether  or  not  they  could  afford  to  take  all 
t le  silver  Germany  had  to  sell,  in  addition  to  the  increasing  productions 
cf  other  portions  of  the  world  that  depended  on  Europe  for  a market,  and 
j ay  for  it  at  the  rate  of  15^^  to  1,  or  even  at  any  approximate  rate.  At 
f rst  their  silver  coinage  was  restricted,  and  subsequently  it  was  ordered 
t)  entirely  cease;  the  result  was  that  silver  m Europe  immediately 
I ecame  merchandise  only.  With  a pressure  to  sell  and  few  buyei’s,  the 
j rice  rapidly  declined,  touching,  in  July  last,  in  the  London  market,  46f 
fence  per  ounce,  at  which  a United  States  silver  dollar  of  grains 
v'ould  be  worth  in  gold  less  than  80  cents.  Since  then  the  price  has 
1 actuated ; at  the  present  time  being  about  54i@54;i  pence,  making  the 
( Id  silver  dollar  worth  about  92  cents  in  gold.  "W^hat  the  future  of  silver 
may  be  is  a problem  the  best  thinkers  in  both  Europe  and  America  find 
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no  certain  basis  for  calculating.  That  the  long-established  relations  of 
value  between  it  and  gold  have  been  so  seriously  disturbed  is  a source  of 
the  deepest  regret ; that  those  relations  can  be  and  ought  to  be  restored, 
by  the  united  action  of  leading  commercial  nations,  can  admit  of  little 
doubt.  That  one  nation  can  successfully  control  the  situation  is  beyond 
question  an  impossibility.  The  experience  of  England  prior  to  1816, 
and  of  the  United  States  in  later  years,  both  at  the  respective  times 
among  the  most  prominent  of  commercial  nations,  establishes  beyond 
controversy  how  little  one  nation  can  do  toward  fixing  a proportionate 
value  on  these  two  metals.  The  experience  of  France  is  not  at  all  paral- 
lel, for  the  reason  that  she  was  in  a position  to  act  as  a sort  of  cleaiing- 
house  between  nations  on  either  side, — in  the  one  case  using  silver  as  a 
standard  only,  and  in  the  other  gold  only.  The  great  consumers  of  silver 
in  Europe  have  ceased  to  be  such.  Germany,  Denmark  and  others,  which 
used  silver  only,  have  changed  to  gold;  while  France,  Belgium,  Switzer- 
land and  others,  which  used  both,  have  ceased  to  coin  silver,  though  they 
have  not  yet  discarded  that  in  circulation ; that  they  may  do  so  at  no 
remote  day  is  among  the  possibilities ; that  any  which  have  abandoned 
silver  as  the  sole  standard  will  return  to  it,  as  such,  is  highly  improbable. 
As  the  case  stands  to-day,  the  only  demand  for  silver,  as  mouejf,  wmith 
considering  in  the  light  of  markets,  is  from  Asiatic  countries,  paiticularlv 
China,  Japan  and  British  India,  and  the  United  States  to  a moderate 
amount,  not  beyond  her  own  production,  for  subsidiary  coinage.  It  is 
apparent  from  the  past  history  of  the  demand,  and  the  glowing  tendency 
to  adopt  gold  as  monev'  in  Asia,  that  no  market  can  be  found  theie  foi 
any  increase  in  shipments  to  an  extent  that  will  absorb  the  surplus 
production,  much  less  the  demonetized  silver  now  in  ciiculation  in 
Europe,  estimated  at  from  one  thousand  to  tivelve  hundied  millions 
of  dollars,  not  counting  a sufficient  supply  for  subsidiary  coinage.  Prob- 
ably no  one  would  estimate  the  aggregate  amount  of  silver  that  could 
be  used  in  the  United  States  as  money,  on  a full  legal  tender,  at  over  five 
to  seven  hundred  millions  of  dollars.  In  case  more  of  the  Euiopean 
metal  is  thrown  upon  the  market  than  the  L nited  States  mints  can 
absorb,  and  assuming  that  the  Asiatic  trade  can  take  all  the  produc- 
tions of  the  various  countries  producing  silver  bullion  for  sale  — cer- 
tainly a violent  assumption  — what  price  might  we  expect  to  see  the  then 
existing  surplus  command  in  the  public  market  During  the  summei 
of  1876,  with  the  United  States  mints  coining  silver  to  their  utmost 
capacitv,  and  the  government  in  the  market  as  a purchasei  to  suppl} 
them,  silver  declined  in  the  London  market  in  consequence  of  the  stop- 
page of  the  continental  mints  and  the  sale  by  Germany  of  an  insignifi- 
cant amount,  about  13  per  cent,  and  was  checked  only  by  the  withdrawal 
of  German  sales  and  the  continued  United  States  demand. 

It  is  not  su})posed  that  it  is  held  by  the  advocates  of  a re-establish- 
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n ent  of  the  silver  legal  tender  that  gold  shall  be  discarded,  and  the 
n onev  of  the  country  contined  entirely  to  silver,  but  rather  that  both 
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a ike  shall  be  a legal  tender.  We  have  seen  that  the  old  silver  dollar, 
■ft  Inch  never  exceeded  0 per  cent  premium  over  gold  in  the  valuations  of 
hurope,  would  not  circulate  as  money  in  this  country,  even  when  the 
p-emium  was  not  over  1|  to  2 per  cent;  and  probably  a difference  of  less 
than  1 per  cent  between  the  values  of  one  kind  of  money  and  another  will 
a ways  cause  the  cheaper  to  supplant  the  dearer  in  all  business  transac- 
t ons  among  the  people.  What  reason,  then,  can  we  have  to  suppose 
t iat  a dollar  of  gold  would  remain  in  this  country  longer  than  was 
n messary  to  transfer  it  from  the  mine  to  the  ship,  if  we  discriminate 
apiinst  it  by  a legal  enactment  rating  it,  as  compared  with  silver,  so 
much  against  it,  as  the  basis  of  1 to  16  would  do,  when  it  may  be  worth 
in  other  markets  in  the  proportion  of  1 to  about  17  as  now,  or  1 to  over 
1 f as  last  summer,  or  perhaps  even  a great  deal  more?  The  tiuctuatiug 
c laracter  of  our  paper  currency,  as  compared  with  coin,  since  1862  has, 
as  it  is  admitted  on  all  hands,  been  a most  grievous  burden  upon  the  gov- 
e -ument,  as  such,  and  ui)on  all  classes  of  the  people.  Its  influence  has 
teen  most  pernicious  and  demoralizing  upon  many,  and  more  or  less  inju- 
r ous  to  all.  Every  dollar’s  worth  of  imported  goods  was  affected  in  price 
t)  the  consumer  bv  the  unstable  value  of  that  in  which  he  paid;  and  if  it 
1 e true,  as  is  held  by  many,  that  on  all  our  products,  a part  of  which  are 
e xported,  the  price  of  that  portion  exported  fixes  the  price  of  the  whole 
} roduct,  then  in  the  case  of  nearly  all  the  products  of  our  soil  and  mines 
tueir  price  wuxs  controlled  by  the  coin  value  for  export,  the  domestic  ex- 
changes being  effected  in  a currency  the  purchasing  power  of  which  was 
f actuating  up  and  down  with  actual  or  anticipated  changes  in  the  gold 
] remium,  which,  from  necessity,  was  watched  with  the  closest  attention 
c ay  by  day  and  hour  by  hour.  It  became  necessary  for  every  merchant 
i x his  sales,  and  every  purchaser  of  our  products,  to  make  an  allowance 
f )r  contingencies  in  the  changes  in  gold  between  the  payment  and  receipt 
( f his  money,  and  being  in  the  more  advantageous  position,  he  was  usu- 
{ lly  enabled  to  do  that,  to  the  injury  of  both  the  American  consumer  and 
jirodueer.  The  intermediate  money-changers  were  in  a position  to  reap 
]ich  harvests,  not  unfrequently  manipulating  the  basis  of  those  ex- 
( hanges  to  accomplish  their  own  purposes.  Wliat  was  true,  as  between 
gold  and  greenbacks,  would  be  true  to  as  great  an  extent,  probably  much 
g’reater,  as  betw'een  gold  and  silver;  in  the  one  case  the  speculation  was 
upon  the  credit  of  the  government,  in  the  other  it  would  be  upon  an 
i .rticle  of  merchandise  the  supply  of  which  was  in  excess  of  the  demand 
or  it,  Avhich  would  render  the  latter  much  the  more  profitable  field  to 
I mltivate. 

It  being  impossible  that  either  gold  or  silver  can  be  maintained  at  a 
i.xed  price  unless  the  mints  are  open  to  convei  t all  that  is  offered  into 
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money;  and  as  the  relative  values  of  the  two  metals  can  only  be  main- 
tained among  nations  by  a concurrence  of  valuations  among  a sufticient 
number  of  them  to  control  the  whole  supply;  then  if  one  nation  desires 
to  maintain  a double  standard  of  gold  and  silver,  giving  neither  a prefer- 
ence over  the  other,  it  seems  clear,  if  it  be  a commercial  nation,  that  it 
can  only  do  so,  except  at  a fearful  loss  to  itself,  by  the  concurrent  action 
of  others  in  adopting  an  international  policy  of  uniform  valuations  of  t le 
respective  metals,  and  a common  use  of  them  as  domestic  and  iiiterna- 
tional  inoiiev.  It  would  be  of  comparatively  little  importance,  except  o 
those  who  produce  the  metals  from  the  mines,  what  the  relative  values 
mi'dit  be  fixed  at,  if  there  were  not  already  large  amounts  of  coinage  o 
both  in  the  hands  of  the  people,  of  a recognized  value.  At  present  the 
United  States  has  no  silver  coin  of  a legal-tender  value,  while  other  na- 
tions have  large  amounts  of  it  received  by  them  at  a valuation  in  the 
proportion  of  about  15i  of  silver  to  1 of  gold;  hence  the  adoption  of 
an  international  valuation  of  15+  to  1 would  undoubtedly  result  in  less 
of  inconvenience  and  disturbance,  than  would  an  agreement  or  any  other 
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The  unsettled  feeling  that  at  present  exists  in  Europe  touching  the 
future  of  their  monetary  systems  seems  to  make  it  an  appropriate  time  to 
endeavor  to  secure  such  a unity  of  action  as  will  promise  to  set  this  ques- 
tion at  rest,  if  not  for  all  time,  certainly  for  many  years.  Great  Britain, 
although  she  has  long  since  adopted  the  single  gold  standard,  still  has, 
on  account  of  her  vast  East  India  possessions,  which  have  the  single  silver 
standard,- as  great  an  interest  in  rescuing  silver 

money  in  Europe  and  America,  as  any  other  nation.  I is  well  knoxv  n 
that  manv  of  her  ablest  statesmen,  financiers  and  merchants  are  much 
inclined  to  the  reestablishment  of  silver  as  money  throughout  her  do- 
minions. France  and  the  other  nations  of  the  Latin  union  are  desirous 
of  maintaining  their  long-time  usage  of  a double  standard.  In  the 
United  States  the  sentiment  in  favor  of  that  policy,  if  adopted  on  pnnci- 
ples  that  will  keep  us  in  harmony  with  the  nations  with  whom  we  deal  com- 
mercially, is  probably  overwhelming.  These  nations,  it  united,  are  quite 
sufficient  to  control  the  question,  even  if  Germany  persists  in  her  present 
policy.  It  is,  however,  not  improbable  that  she  would  readily  yield  a con- 
currence in  a bi-metallic  standard,  were  such  agreed  upon  by  the  other 
nations  named.  It  is  possible  that  without  Great  Britian  or  Germany 
the  United  States  and  those  European  nations  that  have  not  yet  demon- 
etized silver  might,  by  concerted  action,  sustain  the  movement  with  entire 
success;  but  they  can  only  do  so  by  the  utmost  harmony  and  good  taith. 
That  etforts  on  our  part  to  secure  such  a prompt  unity  of  action  as  will 
ultimate  in  a definite  international  policy  in  regard  to  the  use  of  silver  is 
imperatively  demanded  by  the  issues  that  are  upon  us,  scarcely  admits  of 
aremment,  and  seems  too  plain  for  hesitation.  In  the  meantime,  pending 
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gi  ch  an  adjustment,  the  only  safe  policy  on  our  part  seems  to  be  to  wait. 
In  case  we  take  further  steps  in  the  direction  of  ignoring  the  use  of  silver 
ai  money  in  its  fullest  sense,  we  mav  accelerate  its  substantial  overthrow, 
wliich,  to  us,  would  be  a great  calamity,  as  we  are  to-day  the  leading 
si  ver-producing  country  of  the  world.  If,  on  the  other  hand,  we  should 
d cide,  unaided  and  single  handed,  to  stem  the  current  and  seek  to  con- 
tiol  this  question,  we  open  our  doors,  inviting  all  holders  of  silver  to  pour 
it  in  upon  us  in  exchange  for  our  gold,  or  our  other  productions,  at  a 
v.duation  vastly  more  than,  under  such  circumstances,  we  could  ever 
h )pe  to  realize  for  it. 

We  cannot,  if  we  should  try,  make  any  other  people,  using  gold  only, 
ai  cept  in  lieu  of  money  our  silver  in  exchange  for  their  goods  at  a greater 

V dilation  than  they  can  realize  for  it  as  merchandise.  No  policy  would 
S(  effectually  inclose  us,  as  within  walls,  .as  the  attempt  to  transact  our 
b isiness  on  a money  wholly  ignored  by  the  nations  with  whom  we  have 
b;en  accustomed  to  deal.  The  fluctuations  of  our  foreign  exchanges 
IS  ould  literally  know  no  bounds.  The  aggregate  of  our  exchanges  svith 
f(  reign  nations  resulting  from  our  imports  and  exports  in  1876  svas  over 
$1,000,000, — practically  both  sides  of  this  account  must  be  adjusted  by 
t le  exchange  of  money,  as  little  if  any  of  it  is  the  operation  of  barter;  the 
importations  are  paid  for  by  exchange,  and  the  exports  are  collected  for 
b ^ the  same  process.  Was  there  ever  presented  a field  so  inviting  to  the 
manipulator  of  exchange  as  this?  Admitting  that  in  reality  our  imports 
might,  to  some  extent,  be  paid  for  by  our  gold  production,  and  our  exports 
b y the  silver  accumulating  in  the  hands  of  our  debtors, — still  all  must  pass 
t trough  the  hands  of  the  money  changer  at  such  relative  valuations  of 
t ie  two  metals  as  he  is  able  to  fix  upon  them.  Our  indebtedness  held 
a jroad  but  payable  at  home,  it  is  contended,  should  be  paid,  together  with 
t le  interest  upon  it,  in  either  gold  or  silver,  which  means  that  it  should 
b3  paid  in  silver.  Can  any  estimate  be  placed  upon  the  effect  on  our  pub- 
lic credit  by  such  a policy,  in  case  we  alone  insist  on  using  silver  as  stand- 
a 'd  money  ? 

The  exchanges  between  Europe  and  Asiatic  (iountries,  using  silver  as 
Dioney,  especially  between  England  and  her  Indian  possessions,  aggregate 
e lormous  amounts.  The  silver  side  of  those  exchanges  has  for  many  years 
b ien  treated  as  merchandise,  the  gold  as  money ; that  is  to  say,  in  selling 
a bill  of  exchange  it  is  computed  at  so  much  per  ounce  for  the  silver 
b Dught  or  sold,  to  be  paid  for  in  gold.  It  is  probable  that  for  a time,  if 
t le  United  States  adopted  the  silver  standard  alone,  these  exchanges 

V ould  be  made  here,  as  they  are  being  done  now  to  some  extent.  This 

V ould,  incidentally,  be  somewhat  to  our  advantage ; but  so  soon  as  Eng- 
li.nd  became  satisfied  that  we  were  benefited  to  any  considerable  extent 
at  her  expense  by  such  a process,  she  would  find  means  for  forcing  upon 
I er  dependencies  the  adoption  of  a gold  standard,  thus  still  further  cir- 


33 


1 


♦ 


cumscribing  the  field  of  silver  use.  Japan,  with  over  thirty  millions  of 
people,  has  already  adopted  a gold  standard,  and  all  accounts  agree  that 
the  use  of  gold  in  other  commercial  countries  of  Asia  rs  rapidly  being 

^ ^ Whatever  may  be  our  desire  to  maintain  the  value  of  our  silver 
production,  or  whatever  may  be  our  convictions  as  to  the  propriety  of 
retaining  silver  as  a prominent  constituency  of  money,  common  prudence 
dictates  that  we  should  hesitate  to  undertake  the  absorption  of  the  sur- 
plus silver  of  those  nations  which  are  discarding  it  as  their  monetar} 
standard,  at  a fixed  price  to  be  paid  in  gold  or  its  equivalents.  We  cannot 
absorb  the  supply  of  silver  if  we  would,  and  if  a part  may  possib  y be 
left  to  be  sold  at  greatly  below  our  ideal  valuation,  we  assist  but  little  in 
maintaining  for  it  any  approximation  to  the  cost  imposed  on  our  peop  e 
for  its  purchase,  and  at  the  same  time  secure  to  ourselves  a medium  of 
exchange  wdiose  ability  to  measure  the  value  of  other  commodities  arises 
solely  from  its  stamp.  Almost  as  well  might  that  stamp  be  impressed 
on  brass  or  iron  if  by  it  alone  we  are  able  to  recognize  it  as  of  a specified 

' In  the  apparent  madness  of  the  hour,  pressed,  perhaps,  by  men  who 
would  find  a way  to  legally  evade  full  payment  of  their  just  debts  some 
of  the  States  are  discussing  the  question  of  establishing,  as  full  lega 
tender  within  their  respective  limits,  the  debased  token  coinage  issued 
by  the’national  government  as  a means  of  making  payments  of  fractions 
of  the  dollar.  At  the  present  writing,  the  Legislature^  of  Illinois  has 
passed  a bill  with  this  intent,  which  only  awaits  the  signature  of  the 
Governor  to  become  a law.  The  bill  provides  that  all  the  standard  silver 
coins  of  the  United  States  shall  be  legal  tender  for  all  debts,  public  and 
private,  within  the  State;  the  a\wed  object  being  to  include,  as  such 
legal  tender,  the  subsidiary  fractional  coinage  worth  about  seven  per  cent 
less  than  the  412i-grain  dollar,  and  at  the  present  time  worth  about 
eighty-five  cents  in  gold.  Whether  the  courts  will  hold  that  such  a com 
is  in  any  sense  a standard  coin  remains  to  be  sqen.  How  long  the  people 
of  Illinois  can,  if  it  be  sustained,  endure  a monetary  basis  so  far  below 
that  of  the  other  States,  even  if  the  old  dollar  were  restored  as  a national 
legal  tender,  can  best  be  determined  by  a prophetic  knowledge  as  to 
whether  or  not  our  whole  monetary  system  is  to  be  given  over  to  chaos. 

The  argument  advanced  in  some  quarters,  that  there  is  not  sufficient 
subsidiary  coin  in  circulation  to  embarrass  the  channels  of  trade,  and 
that  as  it  can  only  be  put  in  circulation  by  the  deposit  of  legal-tender 
notes,  therefore  it  cannot  sink  below  the  value  of  legal-tender  notes, 
exhibits  a great  ignorance  of  facts,  or  a desperate  determination  to  per- 
vert them.  Already,  with  only  a part  of  the  issue  first  authonzed-which 
was  considered  absolutely  necessary  for  displacing  the  paper  fractional 
currency  — put  in  circulation,  the  banks  in  the  leading  cities  are  so 
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leaded  with  it  that  they  will  gladly  sell  it  at  one  <(iiarter  of  one  per  cent 

0 more  discount,  and  in  New  York  it  is  daily  quoted  at  three-quarters 
p '1*  cent  discount  for  any  bankable  funds.  It  this  be  the  case  with  only 

a )Out  thirty  millions  of  dollars  in  circulation  — less  than  the  fractional 

«/ 

c irrency  before  it  began  to  be  retired,  which  never  was  at  a discount 
u iless  defaced  — to  what  discount  may  we  not  expect  it  to  sink  should 
tliere  be  placed  in  circulation  eighty  millions  of  it,  as  has  been  recom- 
n ended,  and  will  probably  be  done?  Thus  far,  owing  to  the  novelty  of 
its  use  by  the  people,  it  has  been  hoarded  to  a considerable  extent,  and 
his  worked  its  way  slowly  into  the  interior.  The  government  will  now 
Si  nd  it  anywhere  free  of  expressage,  and  while  it  will  be  a drug  in  the 
c ties,  it  will  yet  continue  to  flow  out  from  the  mints  until  all  parts  of  the 
ountry  are  flooded  with  it,  when  it  will  cease  to  be  hoarded,  and  every 
holder  will  be  glad  to  get  rid  of  it,  as  in  former  times,  on  a vastly  less 
a nount  per  capita  afloat.  If  one  State  alone  wdl  use  it  as  a full  legal 
t mder,  it  will  gradually  but  surely  flow  to  her  embrace,  and  if  the  people 
of  Illinois  will  accept  it  for  their  rich  and  varied  productions,  they  may 
expect  to  see  their  exchanges  with  other  States  range  from  five  to  seven, 
and  in  case  the  rest  of  the  nation  does  not  adopt  a silver  standard,  per- 

1 aps  twenty  or  more,  per  cent  premium. 

The  emergency  demands  intelligent  and  prompt  action.  We  are  on 
timiliar  and  pacific  terms  with  all  nations.  A movement  for  concert  of 
action  by  us  would,  perhaps,  be  more  acceptably  received  than  from 
dmost  any  other  quarter.  Let  us,  looking  to  our  own  interests,  seek  to 
i laugurate  a reform  in  the  tendency  so  apparent  to  dethrone  this  queen 
c f the  world’s  long-time  medium  of  exchange,  and  endeavor,  as  best  we 
nay,  to  reestablish  silver  coin  on  a firmer  and  more  enduring  basis,  as 
relates  to  its  fellow  metal,  than  it  has  ever  yet  enjoyed.  But,  pending 
t he  final  solution  of  the  problem,  it  would  seem  our  true  policy  to  await 
the  issue  with  patience  and  hope,  not  committing  ourselves  to  so  ruinous 
£ policy  as  would  be  the  attempt,  singly  and  alone,  to  turn  back  the  tide, 
which,  failing  to  accomplish,  might  overwhelm  ns  in  financial  complica- 
i ions  and  disaster  of  the  gravest  character.  Tins  magnitude  of  the  ques- 
lion  and  of  the  interests  involved  should  command,  on  the  part  of  our 
government,  the  aid  of  the  best  financial  and  diplomatic  assistance  pro- 
( urable.  Its  determination  should  not  be  left  to  the  influence  of  popular 
(.emonstrations  or  expressions,  originating  either  in  misinformation, 
blind  prejudice,  or  the  advancement  of  personal  interests. 

The  w'riter  makes  no  apology  for  presenting  in  this  form,  and  anony- 
mously, the  thoughts  herein  expressed.  The  great  importance  of  a 
jiroper  solution  of  all  the  questions  alluded  to  seems  to  him  to  justify  the 
lullest  discussion.  If  any  of  the  suggestions  ajipear  to  the  reader  as  of 
’ alue,  either  wholly  or  in  part,  and  they  can  be  utilized  for  the  benefit  of 
Ihe  country,  the  time  and  labor  spent  in  preparing  them,  to  be  thus  cast 
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upon  the  waters,  wdll  be  amply  compensated  for.  If  they  shall  be  found 
to  possess  no  merit,  nor  in  any  way  contribute  to  reflections  on  our  mon- 
etary affairs  that  will  lead  to  good  practical  results,  then  the  undersigned 
will  deeply  regret  that  his  readers  have  wasted  their  time  in  a profitless 
perusal  of  this  unexpectedly  extended  presentation  of  his  views.  ^ His 
apology,  in  this  respect,  must  rest  on  the  real  or  fancied  prerogative  of 
the  enjoyment  of  free  speech  and  a free  press  by  every 
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